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TO AMEND THE PUBLIC WORKS AND ECONOM- 
IC DEVELOPMENT ACT OF 1965 AND THE AP- 
PALACHIAN REGIONAL DEVELOPMENT ACT 
OF 1965 



MONDAY, APRIL 11, 1983 

House of Representatives, 
Subcommittee on Economic Stabilization, 
Committee on Banking, Finance and Urban Affairs, 

Washington, D.C 

The subcommittee met, pursuant to call, at 10:40 a.m., in room 
2128, Rayburn House Office Building, Hon. John J. LaFalce (chair- 
man of the subcommittee) presiding. 

Present: Representatives LaFalce, Lundine, Coyne, Roemer, 
Levin, Shumway, Wortley, and Bereuter. 

Chairman LaFalce. The Subcommittee on Economic Stabiliza- 
tion will come to order. 

Our hearing today is basically on title I of H.R. 10, the National 
Development Investment Act. If this proposal is enacted into law, 
it will represent a new charter for the Economic Development Ad- 
ministration, which for almost 20 years has been the Federal Gov- 
ernment's primary agency for encouraging business expansion and 
job creation through direct financial assistance for building and im- 
proving public facilities in conjunction with private business devel- 
opment. 

In the last few years, we have heard much about the shortcom- 
ings of the EDA programs. Some of these criticisms may be valid, 
particularly those which note that under current EDA eligibility 
criteria fully 80 percent of the country qualifies for assistance, and 
there are those who have maintained all along that the Federal 
Government should stay out of the public works and economic de- 
velopment business and leave it to the States and localities to do 
the job. 

However, I am very much convinced that there is an appropriate 
role for the Federal Government to play in helping hardpressed 
communities to engender economic growth and thus benefit the 
entire country by raising the national level of economic output. 

I believe the Federal Government has a responsibility over the 
long term to provide financial and technical assistance to encour- 
age investment and business expansion. That is what the bill H.R. 
10 purports to do, and we want to explore today whether this ap- 
proach is sensible and workable. 

(l) 
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A BILL 

To amend the Public Works and Economic Development Act of 
1965 and the Appalachian Regional Development Act of 
1965. 

1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembled, 

3 TITLE I— NATIONAL DEVELOPMENT 

4 INVESTMENT 

5 Sec. 101. The Public Works and Economic Develop- 

6 ment Act of 1965 is amended to read as follows: 'This Act 

7 may be cited as the 'National Development Investment 

8 Act'". 

9 "TITLE I— DEVELOPMENT INVESTMENT 

10 ASSISTANCE 

11 "findings and pubposes 

12 "Sec. 101. (a) The Congress reaffirms the proposition 

13 that this Nation's economic strength is derived from the 

14 health of its regions, States, and local communities, both 

15 rural and urban, and that national interest dictates the main- 

16 tenance and enhancement of economic vitality at the sub- 

17 national level. 

18 "(b) Congress also recognizes that economic conditions 

19 and political relationships change and that legislation must 

20 address these changes. 
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1 "(c) Congress further affirms that this legislation is de- 

2 signed to make government more efficient and responsive by 

3 supporting the following principles: leave to private initiative 

4 all the functions that citizens can perform privately; use the 

5 level of government closest to the community for all public 

6 functions it can handle; utilize cooperative intergovernmental 

7 agreements where appropriate to attain economical perform- 

8 ance and popular approval; reserve national action for residu- 

9 al participation where State and local governments are not 

10 fully adequate and for the continuing responsibilities that only 

11 the National Government can undertake, such as monitoring 

12 the manner in which Federal funds are used in order to 

13 ensure the carrying out of the activities for which assistance 

14 is given. 

15 "(d) The private sector remains the ultimate generator 

16 of employment and economic growth, but the public sector 

17 must reverse decades of infrastructure neglect as a necessary 

18 concommitant to private business stability and expansion. 

19 State and local governments now have a greater capacity 

20 than in previous decades to direct their own destiny, in part 

21 because of past Federal efforts; this new capacity must be 

22 incorporated in any new legislation at the national level. 

23 America's increased involvement in international trade has 

24 brought both challenges to some industries, and opportunities 

25 for others; these challenges and opportunities must be ad- 
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1 dressed. Capital shortages will for the foreseeable future cur- 

2 tail the Nation's ability to meet public and private investment 

3 needs; it is therefore imperative to marshal the resources of 

4 all levels of government and the private sector to create the 

5 critical mass of capital and other assets needed to generate 

6 growth. Finally, there is a continued need to assist in adjust- 

7 ment of change, which is the only permanent feature of our 

8 national, regional, and local economies. 

9 "(e) In recognition of these constants and changes, Con- 

10 gress finds it an appropriate role for the Federal Government 

11 to foster the coordination of investments between the public 

12 and private sectors and to promote long-term economic de- 

13 velopment partnerships at the State and local levels, in both 

14 rural and urban areas. 

15 "(f) The purposes of this Act are therefore — 

16 "(1) to establish a framework within which Feder- 

17 al, State, and local governments, and the private sec- 

18 tors, in urban and rural areas, can combine their re- 

19 sources to achieve economic development in all parts of 

20 the Nation; 

21 "(2) to help create a strong investment climate 

22 which promotes the expansion and retention of job op- 

23 portunities for local residents; and removes economic 

24 barriers in local areas which impede the free market 

25 forces; 
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1 "(3) to build, rehabilitate, and repair public infra- 

2 structure where it is inadequate to support and encour- 

3 age private investment in the area; 

4 "(4) to recognize and rely upon improved State 

5 and local governments' capacity to direct their own 

6 destinies; 

7 "(5) to link public and private funds to foster co- 

8 ordination of resources between these sectors, in order 

9 to leverage the maximum investment in the long-term 

10 economic vitality of all areas; 

11 "(6) to facilitate local and regional economic ad- 

12 justment and economic development diversification in a 

13 changing national economy, by assisting State and 

14 local efforts to foresee adverse economic changes; to 

15 prevent their consequences where possible; to respond 

16 as necessary; and to achieve economic self-sufficiency; 

17 "(7) to assist in relieving capital shortages and fill 

18 local credit gaps which impede private business start- 

19 ups and expansion; 

20 "(8) to assist communities and industries to re- 

21 spond to the opportunities and challenges of a world 

22 increasingly knit together by international trade; and 

23 "(9) to enhance the economic development of 

24 Indian reservations, pursuant to the Federal Oovern- 

25 ment's trust responsibilities to Indian tribes. 
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1 "eligible activities 

2 "Sec. 102. (a) Upon application of a State, economic 

3 development district, unit of local government, Indian tribe, 

4 or private or public nonprofit organization established for 

5 economic development purposes which meets the eligibility 

6 criteria hereinafter established by this Act, the Secretary is 

7 authorized to make a grant for a portion of the cost, as pro- 

8 vided in section 108 of this Act, of projects submitted in a 

9 development investment strategy. Development investment 

10 assistance may be for the following purposes — 

11 "(1) the construction, repair, rehabilitation and 

12 improvement of public facilities, including the acquisi- 

13 tion of land and other public works improvements to 

14 encourage and support private development; 

15 "(2) revolving loan funds to promote the establish- 

16 ment and growth of small businesses and to retain in- 

17 digenous firms and entrepreneurs which contribute to 

18 the creation, retention, and expansion of private sector 

19 jobs; 

20 "(3) to conduct feasibility studies, site preparation, 

21 and other technical assistance to prepare for develop- 

22 ment and to enhance the investment climate; and 

23 "(4) development activities which address and 

24 prevent economic dislocation and facilitate economic 

25 adjustment including assistance to promote qualified 
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1 employee ownership organizations and which contrib- 

2 ute to economic diversification and long-term economic 

3 vitality of the area. 

4 "(b) The Secretary shall provide technical assistance 

5 and conduct feasibility studies to assist any person to estab- 

6 lish a qualified employee ownership organization for purposes 

7 of subsection (a)(4). 

8 "applicants 

9 "Sec. 103. (a) A State may apply for a grant under this 

10 title for an eligible project within any unit of local govern- 

1 1 ment within the State, other than a unit of local government 

12 with a population of fifty thousand or more, if such unit meets 

13 the requirements of section 105 and is not within the bound- 

14 aries of an economic development district. 

15 "(b) A unit of local government within a State, other 

16 than a unit of local government with a population of fifty 

17 thousand or more, which meets the requirements of section 

18 105 and is not within the boundaries of an economic develop- 

19 ment district may apply for a grant under this title for an 

20 eligible project within such unit, but only if such unit consults 

21 the State in the preparation of the grant application. 

22 "(c) An economic development district may apply for a 

23 grant under this title for an eligible project within any unit of 

24 local government within such district if such unit meets the 

25 requirements of section 105. 
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1 "(d) A unit of local government within an economic de- 

2 velopment district may apply for a grant under this title for 

3 an eligible project within such unit if such unit meets the 

4 requirements of section 105, but only if such unit consults the 

5 economic development district in the preparation of the grant 

6 application. 

7 "(e) An Indian tribe may apply for a grant under this 

8 title. 

9 "(0 A unit of local government with a population of fifty 

10 thousand or more which meets the requirements of section 

11 105 and is located outside an economic development district 

12 may apply for a grant under this title for an eligible project 

13 within such unit and a private or public nonprofit develop- 

14 ment organization representing an area within such unit may 

15 apply for a grant under this title for an eligible project within 

16 such area, but only if such grant application is approved by 

17 such unit before its submission. 

18 "(g) In the case of a unit of local government which has 

19 a population of fifty thousand or more, is located outside of 

20 an economic development district, and does not meet the re- 

21 quirements of section 105, such unit may, for an area which 

22 meets the requirements of section 105 and is within such 

23 unit, apply for a grant under this title for an eligible project 

24 within the area and a private or public nonprofit development 

25 organization representing an area which meets the require- 
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1 ments of section 105 and is within such unit may apply for a 

2 grant under this title for an eligible project within such area, 

3 but only if such grant application is approved by such unit 

4 before its submission. 

5 "application fob gbant 

6 "Sec. 104. (a) An application for a grant under this title 

7 shall include, but need not be limited to — 

8 "(1) a certification that the area for which the 

9 grant is to be made meets the distress requirements set 

10 forth in section 105; 

11 "(2) a certification relative to the performance of 

12 any responsibilities which the Secretary has agreed to 

13 accept under section 306 of this Act; and 

14 "(3) a development investment strategy prepared 

15 in accordance with section 106. 

16 "(b) In approving applications for grants under this title, 

17 the Secretary shall consider the purposes of this Act as set 

18 forth in section 101 of this Act, including but not limited to 

19 the following: 

20 "(1) the severity of distress in the area for which 

21 the grant is to be made; 

22 "(2) the ratio of private sector investments com- 

23 mitted in such area to the amount of the grant applied 

24 for; 



Digitized by 



Google 



12 

10 

1 "(3) the extent to which the appropriate State and 

2 local governments have undertaken or agree to under- 

3 take other related actions to encourage economic de- 

4 velopment and the expansion of employment opportuni- 

5 ties; 

6 "(4) the effectiveness of the development invest- 

7 ment strategy and the degree to which the proposed 

8 project contributes to its implementation (including the 

9 strategy's relationship to economic problems identified 

10 in the strategy), expands employment opportunities in 

11 the existing labor market, provides incentives to retain 

12 indigenous private businesses, expands or improves 

13 public facilities, and encourages private investment; 

14 "(5) the extent to which the strategy and activi- 

15 ties are consistent with State and local goals and con- 

16 tribute to long-term economic growth and private 

17 sector employment opportunities and establish an over- 

18 all strengthened economic and business environment 

19 which will be self-sustaining; and 

20 "(6) the extent to which assistance under section 

21 102(a)(4) will assist a qualified employee ownership or- 

22 ganization to obtain majority ownership of a business. 

23 "distress requirements 

24 "Sec. 105. (a) In order to be eligible for a grant under 

25 this title, the applicant must certify that any activity or proj- 
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1 ect to be funded under such grant will be carried out or locat- 

2 ed in an area which meets any one of the following criteria: 

3 "(1) the area has a per capita income of 80 per 

4 centum or less of the national average; 

5 "(2) the area has an unemployment rate one per 

6 centum above the national average percentage for the 

7 most recent twenty-four-month period for which statis- 

8 tics are available; or 

9 "(3) the area has experienced or is about to expe- 

10 rience a sudden economic dislocation resulting in job 

11 loss that is significant both in terms of the number of 

12 jobs eliminated and the effect upon the employment 

13 rate of the area. 

14 "(b) Documentation of distress shall be supported by 

15 Federal data, when available, and in other cases by data 

16 available through the State government. Such documentation 

17 shall be accepted by the Secretary unless it is determined to 

18 be inaccurate. The most recent statistics available must be 

19 used. 

20 "development investment strategy 

21 "Sec. 106. (a) Except as provided in subsection (b) of 

22 this section, an applicant for a grant under this title shall 

23 prepare a development investment strategy for the area for 

24 which the grant is sought which — 



Digitized by 



Google 



14 



12 

1 "(1) identifies the economic development problems 

2 sought to be addressed by the grant; 

3 "(2) identifies past, present, and projected future 

4 economic development investments in such area and | * 

5 public and private participants and sources of funding 5 

6 for such investments; 

7 "(3) identifies the extent to which the develop- 

8 ment investment strategy takes into account — 

9 "(A) availability of developable land and 

10 space in the area; 

11 "(B) public works, public service, and devel- 

12 opment facilities in the area; 

13 "(C) availability of low-cost capital; 

14 "(D) tax policy on investments in the area; 

15 "(E) level of skill of the labor force; and 

16 "(F) ability of State and units of local gov- 

17 ernment to provide financial assistance in the 

18 management and implementation of the strategy; 

19 "(4) sets forth a strategy for addressing the eco- 

20 nomic problems identified in paragraph (1) and dis- 

21 cusses the manner in which the strategy will solve 

22 such problems; 

23 "(5) provides a general discussion of the projects 

24 necessary to implement the strategy, an estimate and 

25 analysis of the costs and anticipated benefits of imple- 
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1 menting the strategy, and an estimate of the timetables 

2 for completion of such projects; and 

3 "(6) provides a summary of public and private re- 

4 sources which are expected to be available for such 

5 projects. 

6 "(b) In any case in which a unit of local government is 

7 the eligible applicant under subsection (b) or (d) of section 

8 103, the unit of local government shall consult the State or 

9 economic development district, respectively, in the prepara- 

10 tion of a development investment strategy. In any case in 

11 which a private or public nonprofit development organization 

12 within a unit of local government is the eligible applicant 

13 under subsection (g) of section 103, the unit of local govern- 

14 ment shall approve the organization's development invest- 

15 ment strategy. 

16 "PBIVATE 8ECTOB INCENTIVES 

17 "Sec. 107. (a) To stimulate small business development 

18 and to promote internal economic growth which contributes 

19 to an improved local tax base and the creation of permanent 

20 employment opportunities, the Secretary is authorized to 

21 make grants to an applicant and to a State to establish a 

22 revolving loan fund to be used for making loans or guarantee- 

23 ing loans to small businesses for initial or working capital, or 

24 the purchase, rehabilitation or expansion of facilities or equip- 

25 ment. In addition, loans or guarantees may be made to busi- 



Digitized by 



Google 



16 



14 

1 nesses where a relatively small amount of capital is needed to 

2 complete financing necessary to retain the business in the 

3 area. A grant made to a State under this section shall be 

4 made on the condition that the revolving loan fund estab- 

5 lished by such State shall be available only in areas in such 

6 State which meet the requirements of section 105 of this Act. 

7 "(b) No grant for the establishment or recapitalization of 

8 a revolving loan fund shall be made for more than 

9 $1,000,000. 

10 "(c) No loan or guarantee shall be made from a revolv- 

11 ing loan fund which has received a grant under this title 

12 unless the financial assistance applied for is not otherwise 

13 available from private lenders on terms which in the opinion 

14 of the administrator of the revolving loan fund will permit the 

15 accomplishment of the project. 

16 "(d) Any applicant for a grant for a revolving loan fund 

17 shall give assurances that amounts of any loan which are 

18 repaid to the revolving loan fund will be available only for 

19 the purposes set forth in subsection (a). 

20 "(e) No loan or guarantee may be made from a revolv- 

21 ing loan fund which has received a grant under this title 

22 unless the applicant for such loan or guarantee provides rea- 

23 sonable assurance of repayment of the loan. 

24 "(f) The Secretary may make additional grants for a 

25 portion of the cost, as provided in section 108(b) of this Act, 
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1 of recapitalization of a revolving loan fund, taking into con- 

2 sideration the past performance of such fund. 

3 "(g) The grantee of any grant for a revolving loan fund 

4 shall administer the fund. 

5 "federal share 

6 "Sec. 108. (a) The amount of any grant for a project for 

7 any eligible activity described in paragraph (1) of section 102 

8 shall be that amount which when added to amounts available 

9 from all other sources is sufficient to complete such project, 

10 except that in no event shall the amount of any grant under 

11 this title exceed 50 per centum of such cost of completing the 

12 project as determined at the time of the grant application. No 

13 additional funds shall be granted or otherwise made available 

14 under this Act for any such project for which a grant has 

15 been made under this Act. 

16 "(b) The amount of any grant for the establishment of a 

17 revolving loan fund under paragraph (2) of section 102 shall 

18 not exceed an amount which is equal to the amount of funds 

19 available from all other sources for the establishment of such 

20 revolving loan fund. The amount of any additional grant for 

21 the recapitalization of a revolving loan fund previously estab- 

22 lished with a grant under this Act shall not exceed an amount 

23 which is equal to one-third of the amount of funds available 

24 from all other sources for such recapitalization. 
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1 local government having a population of 100,000 or more 

2 which meets the distress requirements of section 105 of this 

3 Act on condition that such unit consult with any economic 

4 development district of which it is a part in the preparation of 

5 such development investment strategy. 

6 "(2) Any State economic development plan prepared 

7 with assistance under this section shall be prepared by the 

8 State with the active participation of units of local govern- 

9 ment and economic development districts located in whole or 

10 in part within such State and shall set goals for economic 

11 development within such State. Each State receiving assist- 

12 ance under this subsection shall submit to the Secretary an 

13 annual report on the planning process assisted under this sec- 

14 tion. 

15 "(3) Any economic development planning by an eco- 

16 nomic development district or a unit of local government for 

17 which a grant is made under this section shall be consistent 

18 with the State economic development plan for the State in 

19 which such district or unit is located. 

20 "(b) Grants under this section shall be used, to the 

21 maximum extent possible, to provide logical coordination of 

22 investment for community facilities, economic development, 

23 manpower training, and transportation services. 

24 "(c) Any applicant for assistance under this section is 

25 encouraged to provide project planning, financial analysis, 
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1 ending September 30, 1984, September 30, 1985, and Sep- 

2 tember 30, 1986. Not more than 25 per centum of the 

3 amount appropriated under this section for any fiscal year 

4 shall be expended to carry out section 107 of this title. 

5 "TITLE H— INVESTMENT STRATEGY, PLANNING, 

6 EVALUATION, AND DEMONSTRATION 

7 "INVESTMENT 8TBATEOY AND PLANNING 

8 "Sec. 201. (aMD The Secretary is authorized to make 

9 grants for economic development planning, including the 

10 preparation of development investment strategies under sec- 

11 tion 106 of this Act and the payment of administrative ex- 

12 penses, to States, economic development districts, Indian' 

13 tribes, counties which meet the distress requirements of sec- 

14 tion 105 of this Act and which are located outside of econom- 

15 ic development districts, and those other units of local gov- 

16 emment having populations of fifty thousand or more which 

17 meet such distress requirements and which are located out- 

18 side of economic development districts. Such planning shall 

19 be a part of a comprehensive planning process and shall be a 

20 continuous process involving public officials and private citi- 

21 zens in analyzing local economies, defining development 

22 goals, determining project opportunities, and formulating and 

23 implementing a development program. The Secretary is au- 

24 thorized to make grants for preparation of a development in- 

25 vestment strategy under section 106 of this Act to any unit of 
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1 marketing, management, feasibility studies, and other techni- 

2 cal and financial assistance to communities and neighbor- 

3 hoods within its boundaries. 

4 "evaluation and demonstration 

5 "Sec. 202. (a) The Secretary is authorized to conduct a 

6 program of evaluation of Federal, State, and local develop- 

7 ment investment efforts in order to — 

8 "(1) assist in determining the causes of unemploy- 

9 ment, underemployment, severe economic adjustment 

10 problems, and chronic distress in areas and regions of 

11 the United States; 

12 "(2) assist in formulating, implementing, or im- 

13 proving programs at the National, State, or local levels 

14 which are designed to increase employment in private 

15 firms, assist depressed industry sectors, or otherwise 

16 promote economic development or adjustment. 

17 "(b) The Secretary is authorized to conduct any demon- 

18 stration program to test the feasibility of new ways to in- 

19 crease productivity and growth and the understanding of re- 

20 gional and local economies, to foster innovative technology 

21 and research in the field of economic development, to match 

22 the labor force with projected labor markets, to improve 

23 United States competitiveness, or to encourage economic di- 

24 versity and regional balance. 
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1 "(c) Programs authorized under subsections (a) and (b) 

2 of this section may be carried out by the Secretary acting 

3 through the staff of the Department, in cooperation with or 

4 by the provision of funding to other departments or agencies 

5 of the Federal Government, or by contract. 

6 "fedebal share 

7 "Sec. 203. The amount of any grant under section 201 

8 shall not exceed 75 per centum of the cost of economic devel- 

9 opment planning or for the preparation of a development in- 
10 vestment strategy. In determining the amount of the non- 
11 Federal share of costs under this section, the Secretary shall 

12 give due consideration to all contributions both in cash and in 

13 kind, fairly evaluated, including but not limited to space, 

14 equipment, and services. In the case of a grant to an Indian 

15 tribe under section 201, the Secretary may reduce or waive 

16 the non-Federal share. 

17 "OBLIGATION OF FUND8 

18 "Sec. 204. Not later than December 31 of each fiscal 

19 year, the Secretary shall obligate for grants under section 

20 201, 90 per centum of the funds appropriated for such fiscal 

21 year pursuant to this title (other than those funds available 

22 for purposes of section 202). The remainder of such funds 

23 shall be obligated during such fiscal year only for making 

24 grants under section 201 in areas meeting the criteria set 

25 forth in section 105(aX3) of this Act. 
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1 group which is recognized as an Indian tribe by the 

2 Secretary of the Interior; 

3 "(4) the term 'unit of local government' means 

4 any city, county, town, parish, village, or other general 

5 purpose political subdivision of a State; 

6 "(5) the term 'small business' means a business 

7 that is independently owned and operated, is not domi- 

8 nant in its field of operations, and meets such other cri- 

9 teria as the Secretary, after consultation with the Ad- 

10 ministrator of the Small Business Administration, may 

11 by regulation establish, including but not limited to, 

12 numbers of employees and dollar volume of business by 

13 industrial classes; 

14 "(6) the term 'Secretary' means the Secretary of 

15 Commerce; and 

16 "(7) the term 'State' means the several States, 

17 the District of Columbia, the Commonwealth of Puerto 

18 Rico, the Virgin Islands, Guam, American Samoa, the 

19 Trust Territory of the Pacific Islands, and the Com- 

20 monwealth of the Northern Marianas. 

21 "appointment of assistant sbcbbtaby 

22 "Sec. 302. The Secretary shall administer this Act 

23 with the assistance of an Assistant Secretary of Commerce, 

24 created by section 601 of the Public Works and Economic 
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1 Development Act of 1965. Such Assistant Secretary shall 

2 perform such functions as the Secretary may prescribe. 

3 "consultation with other persons and agencies 

4 "Sec. 303. (a) The Secretary is authorized from time to 

5 time to call together and confer with any persons, including 

6 representatives of labor, management, agriculture, and gov- 

7 eminent, who can assist in meeting the problems of area and 

8 regional unemployment or underemployment. 

9 "(b) The Secretary may make provisions for such con- 

10 sultation with interested departments and agencies as he may 

11 deem appropriate in the performance of the functions vested 

12 in him by this Act. 

13 "administbation of assistance 

14 "Sec. 304. No grant shall be approved under this Act 

15 unless the Secretary is satisfied that the project for which 

16 Federal assistance is granted will be properly and efficiently 

17 administered, operated, and maintained. 

18 "POWEBS OF THE SECRETARY 

19 "Sec. 305. In performing his duties under this Act, the 

20 Secretary is authorized to — 

21 "(1) adopt, alter, and use a seal, which shall be 

22 judicially noticed; 

23 "(2) hold such hearings, sit and act at such times 

24 and places, and take such testimony, as he may deem 

25 advisable; 
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1 or such other officer of the Department of Commerce as, in 

2 accordance with applicable law, may be appropriate. 

3 "annual ebpoet 

4 "Sec. 308. The Secretary shall make a comprehensive 

5 and detailed annual report to the Congress of his operations 

6 under this Act for each fiscal year beginning with the fiscal 

7 year ending September 30, 1984. Such report shall be print- 

8 ed and shall be transmitted to the Congress not later than 

9 February 1 of the year following the fiscal year with respect 

10 to which such report is made. 

11 "PEE VAILING BATE OF WAGE 

12 "Sec. 309. All laborers and mechanics employed by 

13 contractors or subcontractors on projects assisted by the Sec- 

14 retary under this Act shall be paid wages at rates not less 

15 than those prevailing on similar construction in the locality as 

16 determined by the Secretary of Labor in accordance with the 

17 Davis-Bacon Act, as amended (40 U.S.C. 276a-276a-5). 

18 The Secretary shall not extend any financial assistance under 

19 this Act for such project without first obtaining adequate as- 

20 surance that these labor standards will be maintained upon 

21 the construction work. The Secretary of Labor shall have, 

22 with respect to the labor standards specified in this provision, 

23 the authority and functions set forth in Reorganization Plan 

24 Numbered 14 of 1950 (15 Fit. 3176; 64 Stat. 1267; 5 
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1 "8AVING8 PBOVI8ION8 

2 "Sec. 307. (a) No suit, action, or other proceedings 

3 lawfully commenced by or against the Secretary or Assistant 

4 Secretary or any other officer in his official capacity or in 

5 relation to the discharge of his official duties under the Public 

6 Works and Economic Development Act of 1965, shall abate 

7 by reason of the taking effect of the provisions of this Act, 

8 but the court may, on motion or supplemental petition filed at 

9 any time within twelve months after such taking effect, 

10 showing a necessity for the survival of such suit, action, or 

11 other proceeding to obtain a settlement of the questions in- 

12 volved, allow the same to be maintained by or against the 

13 Secretary or Assistant Secretary or such other officer of the 

14 Department of Commerce as may be appropriate. 

15 "(b) Except as may be otherwise expressly provided in 

16 this Act, all powers and authorities conferred by this Act 

17 shall be cumulative and additional to and not in derogation of 

18 any powers and authorities otherwise existing. All rules, reg- 

19 ulations, orders, authorizations, delegations, or other actions 

20 duly issued, made, or taken by or pursuant to applicable law, 

21 prior to the effective date of this Act, by any agency, officer, 

22 or office pertaining to any functions, powers, and duties 

23 under the Public Works and Economic Development Act of 

24 1965 shall continue in full force and effect after the effective 

25 date of this Act until modified or rescinded by the Secretary 
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1 "(2) Not later than ten days after January 1, and July 1 

2 of each year, each recipient shall transmit a report to the 

3 Secretary containing all information prescribed under para- 

4 graph (1) which relates to all activities carried out during the 

5 preceding period relating to grants made to it under this Act. 

6 Each report submitted in January of each year shall include 

7 an audited statement of all funds spent on the project or un- 

8 dertaking during the preceding fiscal year prepared by an 

9 independent certified public accountant in accordance with 

10 the Standards for Audit of Governmental Organizations, Pro- 

11 grams, Activities, and Functions issued by the Comptroller 

12 General of the United States. 

13 "(b) For the purpose of reviewing the efficiency, econo- 

14 my, and effectiveness of programs carried out under the pro- 

15 visions of the Act, including audit and examination, the Sec- 

16 retary and the Comptroller General of the United States, or 

17 any of their duly authorized representatives, shall have 

18 access to any books, documents, papers, and records of any 

19 recipient, subrecipient, contractor, or subcontractor that are 

20 pertinent to assistance received under this Act. 

21 "authorization of appropriations 

22 "Sec. 312. There is hereby authorized to be appropri- 

23 ated for salaries and administrative expenses to carry out the 

24 provisions of this Act $30,000,000 for the fiscal year ending 

25 September 30, 1984, $35,000,000 for the fiscal year ending 
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1 U.S.C. 133z-15), and section 2 of the Act of June 13, 1964, 

2 as amended (40 U.S.C. 276c). 

3 "record of applications 

4 "Sec. 310. The Secretary shall maintain as a perma- 

5 nent part of the records of the Department of Commerce a 

6 list of applications approved for a grant under this Act, which 

7 shall be kept available for public inspection during the regu- 

8 lar business hours of the Department of Commerce. The fol- 

9 lowing information shall be posted in such list as soon as each 

10 application is approved: (1) the name of the applicant, (2) the 

11 amount and duration of the grant for which application is 

12 made, and (3) the purposes for which the proceeds of the 

13 grant are to be used. 

14 "records and audit 

15 "Sec. 311. (a)(1) Each recipient of a grant under this 

16 Act shall keep such records as the Secretary shall prescribe, 

17 including records which (A) fully disclose the amount and the 

18 disposition by such recipient of the proceeds of such grant, 

19 the total cost of the project or undertaking in connection with 

20 which such grant is given or used, and the amount and 

21 nature of that portion of the cost of the project or undertak- 

22 ing supplied by other sources, and (B) review the efficiency, 

23 economy, and effectiveness of the project carried out under 

24 this Act. 
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1 period ending September 30, 1987 (of such amount not to 

2 exceed $900,000 shall be available for expenses of the Fed- 

3 eral cochairman, his alternate, and his staff), and not to 

4 exceed $2,900,000 for the fiscal year ending September 30, 

5 1988 (of such amount not to exceed $450,000 shall be avail- 

6 able for expenses of the Federal cochairman, his alternate, 

7 and his staff).". 

8 Sec. 204. Paragraph (7) of section 106 of the Appa- 

9 lachian Regional Development Act of 1965 is amended by 

10 striking out "1982" and inserting in lieu thereof "1988". 

1 1 Sec. 205. (a) Subsection (g) of section 201 of the Appa- 

12 lachian Regional Development Act of 1965 is amended by 

13 striking out the period at the end thereof and inserting in lieu 

14 thereof a semicolon and the following: "$215,000,000 for 

15 fiscal year 1984; $234,000,000 for fiscal year 1985; 

16 $250,000,000 for fiscal year 1986; $270,000,000 for fiscal 

17 year 1987; $289,000,000 for fiscal year 1988; $312,000,000 

18 for fiscal year 1989; $337,000,000 for fiscal year 1990; and 

19 $364,000,000 for fiscal year 1991.". 

20 (b) Subsection (h)(1) of section 201 of the Appalachian 

21 Regional Development Act of 1965 is amended by striking 

22 out "70 per centum" and inserting in lieu thereof "80 per 

23 centum". The amendment made by the preceding sentence 

24 shall apply to projects approved after March 31, 1979. 
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1 September 30, 1985, and $40,000,000 for the fiscal year 

2 ending September 30, 1986. Appropriations authorized under 

3 this Act shall remain available until expended unless other- 

4 wise provided by appropriations Acts. Any contract entered 

5 into pursuant to this Act shall be effective only to such extent 

6 and in such amounts as may be provided in advance in an 

7 appropriation Act. ' ' . 

8 TITLE H— APPALACHIAN REGIONAL 

9 DEVELOPMENT 

10 Sec. 201. This title may be cited as the "Appalachian 

1 1 Regional Development Act Amendments of 1983". 

12 Sec. 202. The sixth sentence of subsection (a) of section 

13 2 of the Appalachian Regional Development Act of 1965 is 

14 amended by striking out the period at the end thereof and 

15 inserting in lieu thereof the following: "and in severely dis- 

16 tressed and underdeveloped counties lacking resources for 

17 basic services.". 

18 Sec. 203. Subsection (b) of section 105 of the Appa- 

19 lachian Regional Development Act of 1965 is amended by 

20 striking out the period at the end thereof and inserting in lieu 

21 thereof the following: ", and not to exceed $5,800,000 for 

22 the two-fiscal-year period ending September 30, 1985 (of 

23 such amount not to exceed $900,000 shall be available for 

24 expenses of the Federal cochairman, his alternate and his 

25 staff), and not to exceed $5,800,000 for the two-fiscal-year 
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1 Sec. 206. Subsection (c) of section 214 of the Appa- 

2 lachian Regional Development Act of 1965 is amended by 

3 striking out "December 31, 1980" and inserting in lieu 

4 thereof "October 1, 1988" in the first sentence, and by in- 

5 serting "authorized by title 23, United States Code" after 

6 "road construction" in the second sentence. 

7 Sec. 207. Part B of title II of the Appalachian Region- 

8 al Development Act of 1965 is amended by adding at the end 

9 thereof the following new section: 

10 "Sec. 215. The Commission is authorized to make 

11 grants to States and public and nonprofit entities for projects, 

12 approved pursuant to section 303 of this Act, which will — 

13 "(1) assist in the creation or retention of perma- 

14 nent private sector jobs, the upgrading of the region's 

15 manpower, or the attraction of private investment; 

16 "(2) provide special assistance to severely dis- 

17 tressed and underdeveloped counties which lack finan- 

18 cial resources for improving basic services; 

19 "(3) assist in achieving the goal of making pri- 

20 mary health care accessible in the region; or 

21 "(4) otherwise serve the purposes of this Act.". 

22 Sec. 208. Clause (2) of subsection (b) of section 224 of 

23 the Appalachian Regional Development Act of 1965 is 

24 amended to read as follows: "(2) to enable plant subcontrac- 
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1 tors to undertake work theretofore performed in another area 

2 by other subcontractors or contractors;". 

3 Sec. 209. Section 224 of the Appalachian Regional De- 

4 velopment Act of 1965 is amended by adding at the end 

5 thereof the following new subsection: 

6 "(d) Notwithstanding any other provision of this Act, 

7 grants with funds authorized under this Act shall not, after 

8 October 1, 1983, exceed 50 per centum of the costs of any 

9 project approved under this Act (except projects under sec- 

10 tion 201); but such grants may increase the Federal contribu- 

1 1 tion to any project, notwithstanding limitations in other Fed- 

12 eral laws, to such percentage as the Commission determines 

13 within the limitations in this Act.". 

14 Sec. 210. Section 401 of the Appalachian Regional De- 

15 velopment Act of 1965 is amended by adding at the end 

16 thereof the following: "In addition to the appropriations au- 

17 thorized in section 105 for administrative expenses, and in 

18 section 201(g) for the Appalachian development highway 

19 system and local access roads, there is authorized to be ap- 

20 propriated to the President, to be available until expended, to 

21 carry out this Act, $166,000,000 for the two-fiscal-year 

22 period ending September 30, 1985; $158,000,000 for the 

23 two-fiscal-year period ending September 30, 1987; and 

24 $75,000,000 for the fiscal year period ending September 30, 

25 1988.". 
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1 Sec. 211. Section 405 of the Appalachian Regional De- 

2 velopment Act of 1965 is amended by striking out "1982" 

3 and inserting in lieu thereof "1988". 

O 
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Chairman LaFalce. We have a distinguished list of witnesses 
today, all of whom have had experience with the EDA and with 
economic development activities in general. We will be interested 
in hearing their views about the National Development Investment 
Act as proposed in H.R. 10 — whether it is a workable program, 
whether it represents the proper role for the Federal Government 
in promoting economic development, whether it represents the best 
role, and in particular, whether it can lead to long-term job cre- 
ation and economic growth and stability in the most economically 
distressed areas of the country. 

Before calling on our first witness, I would ask our ranking mi- 
nority member, Mr. Shumway, if he wishes to make some opening 
remarks. 

Mr. Shumway. Yes, I do. Thank you, Mr. Chairman. 

Since their inception in 1965, EDA programs have been quite 
popular. This can be hardly surprising. Under current law, as 
much as 80 percent of the Nation is entitled to EDA assistance. 

There are few, if any, Members of Congress who have not suc- 
cessfully helped channel EDA grants to their districts. Although 
many EDA projects have undoubtedly been worthwhile, the very 
looseness of EDA eligibility requirements has meant that funds 
have tended to be directed to those areas with the greatest political 
clout. 

Our colleagues on the Public Works Committee are therefore to 
be commended for developing H.R. 10, the legislation we are con- 
sidering today, which attempts to improve upon the current situa- 
tion. In particular, I refer to the limitation of eligibility from about 
80 to 40 percent of the country, the removal of the entitlement fea- 
ture, the requirement for a 50-percent non-Federal match before 
assistance can be provided, and enhanced private sector participa- 
tion. 

These improvements notwithstanding, however, I frankly wonder 
whether EDA has or can work so well that we cannot do without 
it. Although the economy is rapidly improving, recovery remains 
threatened by current and projected Federal budget deficits. 

In this context, the key question is: Can we afford to authorize 
$500 million for each of the next 3 years for specific economic de- 
velopment projects? Might not the Nation as a whole be better off 
if we do away with programs of this sort, reduce the deficit, and 
get interest rates down? 

I recognize that while this is the position of the administration, 
it is not widely shared. I personally have not yet made up my mind 
on the bill before us. I do believe, however, that we must scrutinize 
H.R. 10 and the EDA itself very carefully before we jump on the 
bandwagon. 

I therefore look forward, Mr. Chairman, to the testimony of our 
witnesses today. 

Chairman LaFalce. Thank you very much. 

Our first witness will be Carlos C. Campbell, the Assistant Secre- 
tary for Economic Development. 

Before you begin your testimony, Mr. Campbell, I think because 
it is so brief, rather than questioning you afterwards, I will also 
call some other witnesses to the stand and have them testify. Per- 
haps then we can have questions of all of the panelists. 
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Will your time permit you to do that? 
Mr. Campbell. Yes, Mr. Chairman. 
Chairman LaFalcb. Please proceed. 

STATEMENT OF CARLOS C CAMPBELL, ASSISTANT SECRETARY 
FOR ECONOMIC DEVELOPMENT, ACCOMPANIED BY EDWARD 
M. LEVIN, JR., CHIEF COUNSEL, AND BRIAN B. WHALEN, 
BUDGET OFFICER, ALL OF THE ECONOMIC DEVELOPMENT AD- 
MINISTRATION 

Mr. Campbell. Thank you, Mr. Chairman. 

With me I have Mr. Brian Whalen, Budget Officer for the Eco- 
nomic Development Administration, and Mr. Ed Levin, the Chief 
Counsel. 

I appreciate the opportunity to be here. If you have a copy of my 
testimony, I will let that stand for the record. 

I would like to say that the administration remains committed to 
the orderly phaseout of the Economic Development Administration, 
and again, we continue to reiterate our commitment to comply 
fully with the intent of Congress. 

I will say in quoting Martin Feldstein, that the most serious 
problem now facing our economy is the prospect of large budget 
deficits. Also, I will respectfully invite your attention to the fact 
that the recession is behind us and we are in a period of economic 
recovery. 

We are predicting about a 4-percent growth in the GNP this 
year. The most serious concern we have, although we do not sup- 
port H.R. 10, is just the general notion that increased unnecessary 
Government spending will undermine the progress that has been 
enjoyed to date after nearly 2 years of rough sledding. 

We have seen a dramatic decline in the interest rates from over 
21% to less than 11 percent, a dramatic drop in inflation from a 
little over 12 percent to 3.5 percent on an annual basis for the last 
12 months. We would like to see economic recovery continue. 

I will not provide this for the record, but I would like to say that 
one of the most enlightening articles that I have read in recent 
years recently appeared in the Atlantic Monthly. It is called "The 
Next American Frontier," by Robert Reich. I took a brief course 
from him over at the White House last December, so I noticed the 
name and followed this with close scrutiny. 

While I do not necessarily share all the views philosophically, he 
points out something that I think we really need to take into ac- 
count, and that is the shifting in the global economy in terms of 
the types of businesses that have been able to succeed, which he 
refers to as flexible systems producers versus the standard high- 
volume producers, where we have been losing the market share. 
He points out that the proportion of U.S. manufacturing capacity 
employed in production, which had reached 86 percent in 1965, av- 
eraged around 80 percent during the 1970s and fell to less than 70 
percent by 1982. 

Only 3.5 percent of the labor force was jobless in 1969, but there- 
after unemployment climbed persistently, reaching almost 11 per- 
cent last vear. By the 1980s, the core industries of the management 
era — steel, automobiles, petrochemical companies, textiles, consum- 
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er electronics, electrical machinery, metal-forming machinery- 
were in trouble. 

He points out the decline in productivity. He points out the kinds 
of industry that have been growing, the way in which the Japanese 
and West Germans have leveraged capital investment and skilled 
labor. 

I think if we are going to be serious, I mean totally serious about 
the economic problems, that we are really committed to jobs, then 
we would get away from unnecessary Federal intervention, come to 
grips with what has to be done in our economic sector — talking spe- 
cifically to the private sector — and capitalize on the strengths that 
we have. I am not sure that we have been moving in that direction. 

We are not naive about the past benefits that have been ascribed 
to EDA, but we think that we have to go beyond that now and deal 
systematically with the issues, as opposed to topically, which is the 
approach that EDA has represented. 

Thank you, Mr. Chairman. 

Chairman LaFalce. Thank you very much, Mr. Campbell. 

[The prepared statement of Mr. Campbell follows:] 

Prepared Statement of Carlos C. Campbell, Assistant Secretary for Economic 

Development 

Mr. Chairman and members of the committee, it is my pleasure 
to appear before you today to present the views of the 
Administration on HR-10, the proposed "National Development 
Investment Act". 



This Administration remains committed to the orderly phase out 
of the Economic Development Administration and cannot offer any 
support for new legislation which would extend EDA-type 
activities. 

The proliferation of areas eligible for EDA assistance clearly 
illustrates the futility of attempting to address national 
economic development problems by funding projects at the local 
level through federally administered grant and loan programs. 
Even if a bill could be drafted which restricted assistance to 
the roost distressed areas, the Administration would 
remain opposed to its enactment. I do not believe that 
activities of the kind called for in HR-10 have any net job 
creation impact. The only true impact may be that public 
capital has replaced private capital or that economic activity 
and jobs have been shifted from one place to another. 
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The Federal government should not be directing programs which 
dictate local development on a project by project basis. The 
macro policies of the President's recovery program influence 
economic development from the federal level i we believe that 
this is the appropriate Federal role. To promote national 
economic development, we remain convinced that: 

• Inflation must be reduced; this has been achieved 
to a truly dramatic degree by this Administration; 

• Interest rates must continue to come down in order 

to encourage capital formation in the private sector; 
the achievements here are dramatic also, with the 
"prime" having been cut almost in half; 

• The competitiveness of American industry in world 
markets must be improved; such Administration 
initiatives as Export Trading Companies and the 
Vice-President '8 Task Force on Regulations will go 
a long way toward achieving this goal. 
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The American workforce oust be upgraded* the President 
has proposed programs that will help train American 
workers for full participation in service and high 
technology skills which will be essential in the 
future. 

The policies the Administration has in place will expand the 
number of jobs in the private sector. The Administration 
expects moderate and steady economic growth over the next five 
years. This overall growth will increase employment by 2ZJZ 
million this year, an additional 2i '^millfOffTUr 1984-,-."aft\d-_by almost ; 
^jiimibh'by the ehd o^S$S8*7> Again,}! Z-MSKi^r^^\6^ m '^^{'</:^'' . 
these are new jobs, not just jobs shifted from one area of the 
country to another. 

The President's Economic Recovery Program has brought the 
recession to an end and put the country on the path to full 
recovery. To sustain that recovery, we must reduce the size of 
the deficit; we simply cannot afford to continue funding 
ineffective programs, such as those contained in HR-10. 

Thank you, Mr. Chairman, I will be happy to respond to 
questions. 
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Chairman LaFalce. First of all, your prepared remarks, as brief 
as they are, three pages, will be included in the entire text of the 
record. 

Second, because of your spontaneous remarks, I am going to 
depart from the method that I just enunciated about a minute or 
two earlier. We will question you now, and then we will also ask 
you to participate in the questioning of all the other panelists, be- 
cause I simply can't let those remarks go unchallenged. 

You say that you were tutored by Kobert Reich, in December. 
You say that you read his Atlantic Monthly article. I ask if you 
read both March and April or just March? 

Mr. Campbell. I read both March and April. 

Chairman LaFalce. Did you read his book, Minding America's 
Business? 

Mr. Campbell. No, sir, I have not. 

Chairman LaFalce. Are you suggesting that Mr. Reich either in 
the Atlantic Monthly article or hisDecember tutoring of you or his 
book, "Minding America's Business," would want to eliminate the 
Economic Development Administration? 

Mr. Campbell. No, that is not the point that I was making. 

Chairman LaFalce. That is the question I am asking. 

Mr. Campbell. I am not saying 

Chairman LaFalce. That is the question I am asking. 

Mr. Campbell. I am not saying that that is what the article is 
saying. I am saying 

Chairman LaFalce. Would vou infer from any of his comments 
that we should eliminate EDA? 

You have said we must go beyond EDA. Well, would his recom- 
mendations for going beyond EDA call for its elimination, or its im- 
provement and then going beyond it after it improves? 

Does it call for a role on the part of the Federal Government and 
the revitalization of America? 

Mr. Campbell. No, I would say 

Chairman LaFalce. No, he doesn't? 

Mr. Campbell. Mr. Chairman, I would say that if you took his 
article seriously, you would not need the Economic Development 
Administration. 

Chairman LaFalce. But I suggest either you didn't read his arti- 
cle or you misread it totally. 

Does he say that there ought not to be a role for the Federal 
Government m the building of the public infrastructure of Amer- 
ica? Does he say there ought not to be a role for the Federal Gov- 
ernment in fashioning an industrial policy for America, Mr. Camp- 
bell? 

Mr. Campbell. First of all, Mr. Chairman 

Chairman LaFalce. I just can't believe that you would have the 
audacity to come before this committee to cite Robert Reich, and 
then testify for the elimination of EDA, you want to go beyond 
EDA, and then have absolutely nothing, no suggestions whatsoever 
for how we should go beyond EDA, perhaps with the exception of a 
totally laissez-faire policy on the part of this administration. 

Mr. Campbell. First of all, Mr. Chairman, our budget calls for, I 
believe, $34-plus billion in infrastructure outside of EDA, and Mr. 
Stockman invited your attention, I believe, in his letter— I don't 
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know if he sent it to you; he sent it to Mr. Howard. He cited the li 
funds available from the community development block grant pro- |i 
gram, $3.6 billion in fiscal year 1984, and a half billion dollars in 
the UDAG program for 1984, in responding to this. 

I would certainly challenge you and anybody else on your com- 
mittee in terms of reading it. I have read it. I have highlighted it 

I am saying it is time to face up to reality and deal with the sjf- 
temic side of the problem, and not to deal artificially with it 
through a vehical like EDA. 

Chairman LaFalce. If you are serious, Mr. Campbell, in dealing 
with the problem in some systematic way, some grant way, I would 
suggest that you and this administration would have to come up 
with something. 

I am also going to suggest you have come up with nothing. There 
is no industrial policy other than chaos and incoherence on the 
part of this administration. Certainly nothing has come forward 
from your office other than the elimination of EDA. 

Mr. Campbell. Do you want me to respond? 

Mr. Chairman, what you have called chaos and incoherence we 
would call an economic recovery program that has brought us out 
of the recession, that has reduced the interest rates, has reduced 
the rate of growth in Federal spending, and has reduced inflation. 

Chairman LaFalce. Since you cited Robert Reich, do you think 
he would concur with your evaluation? 

Mr. Campbell. Robert Reich will have to speak for himself. 

Chairman LaFalce. We would have him speak before this sub- 
committee. Would you like to appear at the same time? 

Mr. Campbell. It will be my pleasure. 

Chairman LaFalce. You shall do it? 

Mr. Campbell. I will be absolutely delighted. 

Chairman LaFalce. You shall do it. 

Mr. Shumway. 

Mr. Shumway. Mr. Campbell, I appreciate the terseness of your 
remarks and the pointed responses that you have triod to give to 
the searching questions of the chairman. 

I recognize that the position of the administration on this partic- 
ular bill, given the vote that was taken in the Public Works Com- 
mittee, and given the history of this bill, is perhaps politically un- 
popular, but nevertheless I think there is some merit to thoroughly 
searching both sides of the question. 

I believe when a piece of legislation like this one comes up for 
reauthorization, as this one does today, it behooves us to go beyond 
simply asking people who have shared in its benefits in the past to 
come before this subcommittee, tell us how nice those benefits 
were, and ask us to continue them. I don't think that is the kind of 
objective, intellectual analysis that this subcommittee should be 
searching for when it decides whether this bill should be enacted. 

Let me ask just a couple of questions, however. One of the key 
features of H.R. 10 is the requirement of local participation in 
project decisionmaking, and then of a 50-percent matching contri- 
bution by grant recipients. Private sector involvement is strongly 
encouraged. 

Isn't this consistent with what this administration has launched 
as New Federalism? In other words, doesn't that particular empha- 
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sis in this bill go hand in hand with the program which the Presi- 
dent has thus far stood for? 

Mr. Campbell. Mr. Chairman, Mr. Shumway, I would not say 
that is necessarily true simply because the threshold cited paral- 
leled the historical thresholds of EDA. Even though the eligibility 
has been higher in terms of participation, I believe a sustantial 
number of the grant awards have been close to 55 percent after the 
fact, so it is nothing new. 

In terms of the New Federalism that the President had articulat- 
ed about a year ago, that was for certain categorical programs to 
Kback to the States, where the States would have control over it. 
it was local participation under the aegis of the State govern- 
ments. 

Mr. Shumway. You have told us in your statement that EDA as- 
sistance does not contribute to an overall improvement of the econ- 
omy, but merely shifts jobs and resources from one area of the 
country to another. I think you called this an artificial approach. 

While this may be true, how does it differ, say, from the granting 
of defense contracts, which the Federal Government very much is 
in the business of doing, and which certainly tend to be concentrat- 
ed in certain areas? Is there anything fundamentally wrong with 
attempting to assist distressed areas, those with pockets of unem- 
ployment, for example, even if it does mean shifting resources and 
jobs from more affluent areas? 

Mr. Campbell. Well, again, Mr. Chairman, Mr. Shumway, I 
think our concern really is not so much with intervention as it is 
with the level of intervention. 

In other words, we are saying, we should recognize that the 
impact of all Federal spending in the general context has a lot to 
do with economic development, particularly defense, when you look 
at the concentration of dollars, say, just amongst the top 100 con- 
tractors; they receive about 60 percent and the top 10 receive 
around 30 percent. So any defense contract is going to have a sub- 
stantial impact, because you are talking about billions of dollars, 
particularly up at the top. 

But when we talk about intervention, the question is whether 
that is more appropriate within the State or from the Federal to 
the local level. Our position is that intervention is something that 
should take place under the office of the Governor within the con- 
text of State government. 

Mr. Shumway. Finally, let me just ask one more question. I 
think that all of us in this room would concede that there is very 
widespread support for H.R. 10 and EDA. 

Now, if EDA is something that individuals at all levels of govern- 
ment, as well as many voices in the private sector legitimately 
want, doesn't our democratic system then require that the program 
be funded? 

In other words, how do we turn our backs to it if there is that 
kind of unanimous voice asking for it? 

Mr. Campbell. Again, Mr. Chairman, Mr. Shumway, I prefaced 
my remarks by saying that we are committed to complying with 
congressional intent, and if it is the will of Congress to effect the 
legislation, obviously, we must. We have to comply with the law 
through the continuance of the legislative process. 
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I guess what I am trying to say, and I am a little dumbfounds! 
and perplexed that I would be called— I forgot the word you uad, 
but I think it was "audacity." We are trying to really level wift 
you and your colleagues on the committee, Mr. Chairman, beca» 
I am trying to take a very responsible position. We all know it ki 
difficult role, and we realize that EDA has been very popular with 
the members. 

You know another person I would like to mention, I don't know if 
it is OK to quote people again, but David Birch wrote in a book called 
"Megatrends," that out of 19 million new jobs, about 80 percent wen 
in the information area. What we are trying to say is, if we have new 
jobs in the information area, in the high-tech area, and if we feel, if I 
feel as administrator that EDA has not been responsible to these 
trends, and if we feel that we are out of synch, we have a responsibil- 
ity to share it with you and get it on the record. 

If you want to take an approach that you feel is not responsive, 
we just feel it is our duty to share that with you. I offer that in a 
respectful manner. 

Mr. Shumway. Thank you. I appreciate your frankness. 

Chairman LaFalce. You weren't suggesting Mr. Birch wrote 
"Megatrends"? 

Mr. Campbell. No, I said David Birch was quoted in "Mega- 
trends". 

Chairman LaFalce. Thank you. 

Mr. Lundine. 

Mr. Lundine. Mr. Secretary, I cannot resist also talking to you 
about this. You may regret that you mentioned the very provoca- 
tive articles by Professor Reich, which appeared in the Atlantic 
but I too read them. 

My first question is that you concluded by saying that we have to 
deal systemically with this problem. I gathered you meant the 
problem of accelerating our change to the kind of high-value-added 
industries that Professor Reich suggested we must direct our atten- 
tion to. How do you propose that we make that systemic change to 
deal with that problem? 

Mr. Campbell. Well, first of all I think that we have already 
done that under the economic recovery program by emphasizing 
the appropriate steps to reduce the interest rates, reduce inflation, 
and to reduce regulations, so we make the business environment 
more attractive and more conducive to growth and development 

Mr. Lundine. But, in fact, this article suggests that the Japa- 
nese, the West Germans, and others are intervening in their econo- 
my, and targeting certain industries and doing so very successfully, 
does it not? 

Mr. Campbell. Yes, he does; in the April issue he also deals with 
that in terms of the U.S. experience, and says that, in many areas, 
we are doing the same thing but we are not calling it that 

Mr. Lundine. But the fact is that we are losing this battle. Is 
that not a fact? I mean regardless of whether we are experiencing 
economic recovery or not, we are positively losing the battle at the 
present time in trying to shift to these types of industries. Would 
you not agree? 
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£*Mr. Campbell, No, car. I would not say we are losing. I would say 
Kat we have a great sense of awareness, an awakening now. I 
Punk part of that is say the Chrysler comeback, not to herald that 
m being true for the entire industry, but I think that many of our 
corp or ations have received the message, and are now moving for- 
ward a little bit better. I think we are aware of some of the produc- 
tivity issues. I do not think there is going to be a quick fix. I do not 
Blink we are going to be able to solve all of these problems over- 
night. 

Mr. Lundine. It is interesting that the one example you used is a 
unique situation with Government, labor, and business partnership 
in constructing that revitalization, but let me go on. You say in 
your testimony: 

Even if a bill could be drafted which restricted assistance to the most distressed 
areas, the administration would remain opposed to its enactment. 

Well, OK, then let me try it another way. What if a bill could be 
drafted restricted to the kind of internationally traded high-value- 
added industries that is the subject of the Reich articles? Would 
you then still remain opposed to it? 

Mr. Campbell. Yes, I would, because again I would question 
whether that is an appropriate role for the Federal Government. 

Mr. Lundine. And you think that the appropriate level of gov- 
ernment to deal with this is the State. You said that the Governors 
would appropriately deal with it. 

Mr. Campbell. If we are talking about directing growth and de- 
velopment to distressed areas, I would say that that should take 
place through the State as opposed to the Federal Government. 
That was the point there. 

Mr. Lundine. It seems to me, therefore, that you are advocating 
that we not have an industrial policy or whatever you want to call 
it in America, but that we have 50 industrial policies in America, 
totally uncoordinated. Do you realistically think we are going to be 
able to compete with the Germans, the Japanese, the French, or 
whomever are targeting our industries when we have got 50 possi- 
bly conflicting policies in this country? 

Mr. Campbell. I am not entirely sure, sir, that I would say they 
would be conflicting. If we go back about 10 years ago, I think one 
out of about every five jobs was trade-related. Today I believe it is 
around 1 out of 15, and the same companies that have their head- 
quarters in one State will have branches in other States. When I 
was talking about the State intervention, that was directed toward 
channeling industries or growth in the distressed areas of those 
States. That was not so much dealing externally with competition 
in the world market. 

Mr. Lundine. I am interested in that statistic that you have 
mentioned. Is the upshot of that statistic that fewer jobs are relat- 
ed to international trade today than at some previous time? 

Mr. Campbell. Just the opposite. More. 

Mr. Lundine. I misunderstood. 

Mr. Campbell. Excuse me, I gave it to you the wrong way, I am 
sorry. I believe it was 1 out of 15 jobs 10 years ago, and today it is 1 
out of 5. 1 am sorry. 
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Mr. Lundine. It just seems to me in conclusion, Mr. Chairman, 
that it is hard for me to understand a rationale for 50 different 
policies in this regard when we have got a situation where mot 
large. American corporations who are competing operate in far 
more than one of these States, that they go beyond the reach of 
those States. While I am not necessarily for the broad unspecified 
purposes of economic development, it is hard for me to see how we 
are going to successfully compete in the area that I think you and I 
are both interested in, if there is absolutely no coordination either 
between the change we would like to accelerate and dealing with 
some of the distress that is the natural product of that change. 

Thank you, Mr. Chairman. 

Chairman LaFalce. Mr. Coyne. 

Mr. Coyne. Mr. Secretary, you had mentioned about dealing in 
the world of reality, and that it is time that the United States now 
deal with what is realistic in the country today. Would you agree 
that 10.5-percent unemployment is the reality of the day? 

Mr. Campbell. Absolutely, sir. 

Mr. Coyne. Do you really expect any significant reductions say 
in the next year? Let us just be optimistic, and say 8-percent unem- 
ployment. Is that in the projections of your Department? 

Mr. Campbell. It is not in our Department's projections to see 8- 
percent unemployment. I can tell you precisely what we do predict, 
and that is under the administration's forecasts, we are saying 2.7 
million job increase this year, another 2.6 million next, for a total 
increase of 5.3 million by the end of 1984. 

Mr. Coyne. That is in new jobs? 

Mr. Campbell. Yes, sir. 

Mr. Coyne. Would you agree that the Economic Development 
Administration's programs in the past have been somewhat suc- 
cessful? 

Mr. Campbell. No, sir, I would not say that at all. 

Mr. Coyne. You just have no eye for their performance over its 
history? 

Mr. Campbell. By and large, I would say they have not been a 
success. 

Mr. Coyne. I am interested in knowing about the electronics in- 
dustry and the information industry that you say is going to take 
up the slack of many of the smokestack industries and automobiles 
and others. Would you say that that is going to entirely take up 
the slack of these industries? Many observers feel that even in the 
best of times, and with the most success that we can have in the 
high-tech industries, that that still is not going to be enough to 
take up the slack of the smokestack industries and the automobile- 
manufacturing industry. What is your thought on that? 

Mr. Campbell. What I was saying, Mr. Chairman, Congressman, 
is that I was just citing statistically where the growth has been. I 
believe it was 90 percent of all of the new jobs in the last decade or 
in the seventies was not in the goods-producing area. In other 
words, citing the growth in the service area; obviously there are 
some that suggest that these trends will continue. I am not saying 
that they will pick up the slack or replace all production jobs, but I 
would say that we have a challenge to recognize the need for re- 
training. Clearly President Reagan has recognized that, and has ar- 
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ticulated that in part in the state of the Union address, and has 
advocated other types of training programs, for two reasons: so the 
people who are unemployed can have an opportunity to obtain em- 
ployment; the people that are currently employed can obtain em- 
ployment by remaining market-competitive from the standpoint of 
skill requirements. 

Mr. Coyne. I think that is an interesting observation. You know 
the President was in my district in Pittsburgh last week, and he 
ballyhooed the idea of the commitment of this administration to re- 
training in employment. I do not see much of a commitment to re- 
training when you understand that in 1980 the Federal Govern- 
ment was spending $8.8 billion for retraining programs, and the 
President came up here this year and asked for $3.2 billion. In my 
judgment that is not a very good commitment to retraining. 

Mr. Campbell. Again, Mr. Chairman, Congressman, the commit- 
ment to retrain has to be within the context of the need to recog- 
nize the importance of reducing overall Federal spending. 

Mr. Coyne. So we are going to get the job done by overall declin- 
ing Federal spending, we are going to put people to work? 

Mr. Campbell. Let me just say this for the record, Mr. Chairman 
and Congressman. I do not know of anybody that has all of the an- 
swers. You know you are asking me to solve a Rubik's cube with a 
blindfold on, and nobody is going to be able to do that. What we 
can do is at least be candid with you about some mistakes that we 
feel have been made in the past, and to recognize what some of the 
trends are, and so perhaps together we can move in a direction 
that is going to allow us to have the lowest level of unemployment, 
and to increase our chances for quick, sustained economic recovery. 

Mr. Coyne. I think it does this committee and this Congress good 
to have representatives of the administration come up here and let 
us know exactly that the administration is not committed to EDA, 
nor are they committed to any real significant impact in the re- 
training programs when they come up with figures such as I cited 
before. Thank you very much. 

Chairman LaFalce. Mr. Bereuter. 

Mr. Bereuter. Thank you, Mr. Chairman. I have very pragmatic 
questions. 

First of all, Mr. Secretary, perhaps you could provide some an- 
swers to eligibility questions I have on the section 103, for example. 

I would ask first, are the provisions relating to eligibility pretty 
much like existing law? 

Mr. Campbell. Excuse me, Congressman. They are a little bit 
more restrictive, but they are not substantially different. 

Mr. Bereuter. I would like to ask a specific question or two on 
them. I understand of course this is not your bill, but I would like 
to know how it would be implemented if it becomes your responsi- 
bility. In my own State, the areas that are distressed are quite dis- 
persed, not often adjacent, so that the formation of a district is 
practically impossible. On subsection (b) and (g), is the only distinc- 
tion between the two that (g) provides for a specific area within a 
jurisdiction that otherwise meets the eligibility requirements of 
section 105, whereas section (b), subsection (b), says the whole juris- 
diction must meet those qualifications? 
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Mr. Campbell. Excuse me, Mr. Chairman and Congressman, 
could I have the chief counsel respond to that? 

Mr. Bereuter. Please. 

Mr. Campbell. Because there have been quite a few changes. 

Mr. Edward Levin. I am Chief Counsel for the EDA. Congreot 
man, we have not done a detailed study of the specific provisions of 
H.R. 10, nor of its predecessor, H.R. 6100, which was introduced 
last year. We do note that there have been a few amendment! 
adopted by the Subcommittee on Economic Development to ILK. 
10, and we understand that more may be considered in the Senate. 
I think at this time it would be premature for us to attempt to give 
you a specific replv to a question of that detail. 

Mr. Bereuter. Mr. Chairman and Mr. Secretary, I would like to 
ask the following questions to be responded to in writing to myself 
and to the subcommittee. 

The first question: Subsection 103(c), does this provide for the eli- 
gibility of an area within a unit of local government, if that aiet 
meets the eligibility requirements? That is question No. 1. 

Question No. 2: Has your agency in the past received applica- 
tions from Indian tribes that are not nationally recognized by the 
Secretary of the Interior in accordance with the definition provided 
on page 22, which is the same as your existing law? In other words, 
do you receive applications from State-certified Indian reservations 
that are not recognized by the Secretary of the Interior? 

Question No. 3 relates to the fact that today in many States the 
Indian population within the State is most often an urban Indian 
population. There are more Indians living in urban centers of met- 
ropolitan areas than there are on reservations. The question then 
is this: Would the extragovernmental organizations that run urban 
Indian centers be eligible to receive directly assistance for the 
Indian population they serve? Subquestion 2: Would the unit of 

fovernment be the applicant? Subquestion No. 3: Could in fact the 
ndian population spread throughout that city be considered as a 
whole to meet the unemployment figures? They are all so scattered 
throughout the metropolitan area that no one area meets the eligi- 
bility. Yet the Indian population has an unemployment rate that is 
astronomical. 

Over on page 16 these questions 

Chairman LaFalce. Mr. Bereuter, I am afraid your time has ex- 
pired. The questions are excellent, and I would ask you to submit 
them in writing to Mr. Campbell, copy to the Chair, and then ask 
Mr. Campbell to give both you and the Chair responses to each and 
every question. 

Mr. Bereuter. Will we have a chance for another round? 

Chairman LaFalce. Yes. 

Mr. Bereuter. I ask unanimous consent for an additional 1 
minute. 

Chairman LaFalce. All right. 

Mr. Bereuter. I can't complete it but I would like to ask for 
something that you could respond to right now, I believe, and that 
is on subsection 110. Does the limitation that no more than 60 per- 
cent of the funds may be appropriated by May 31 of each fiscal 
year provide administrative difficulties for the agency based on 
past experience? Section 110, page 16. 



Digitized by 



ioogle 



51 
i 

Mr. Campbell. Mr. Chairman, Congressman, this really depends 
cm both the appropriation and authorization cycles. If you say that 
have to obligate between 50 to 60 percent of the funds appropri- 
" under the title by May 30, and the remaining funds by Sep- 
1 30, it really varies year to year. 

year we had sufficient time to avoid the llth-hour rush in 
September. This year we are not going to be in that position, and it 
fust depends on a lot of contingencies. 

This is only one item, so it is hard for me to respond and give 
you a clear answer on this, because there are several variables that 
could go into this. 

If we had a reduction in force and then we had to recall people if 
we had rescissions; it really just depends on the total cycle. 

Mr. Bereuter. I have some concern that 60 percent would indeed 
provide you some administrative difficulties. I would welcome any 
reactions you would like to send. 
Thank you, Mr. Chairman. 
Chairman LaFalce. Thank you, Mr. Bereuter. 
[In regard to the above colloquy, the following correspondence was 
exchanged between Congressman Bereuter and Mr. Campbell:] 
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U.S. HOUSE OF REPRESENTATIVES 

£LjfiCOMMlTTEEOH ECONOMIC STABILIZATION 
COMMITTEE ON BANKING, FINANCE AND URBAN AFFAIRS 

MlNFTT-E«HT» tOKRIM 

lilt IbnVHtHWHDflKI BUhJhn« 

WASHINGTON. O.C. 208 IS 

April 12, 1983 



The Honorable Carlos C. Campbell 
Assistant Secretary for Economic Development 
Department of Commerce 
Washington, D. C. 20230 

Dear Mr. Secretary: 

In order to clarify certain provisions of H.R. 10, the "National 
Development lnvosi irfnr Act," I would appreciate your written response to 
the following quest tons! 

(1) Section 1 03(a.K What would be considered "an area" within 
a "unft of local government" like a city or county which 
would be eligible to apply if that area meets the require- 
ments of Section 105? 

(2) Sec t j on 103 j.e) , Has the agency in the past received 
requests for resistance from Tndian tribes that are not 
recognized by the Secretary of the interior? 

(3) Section 103 . Would extra- govern mental organizations that 
serve urban Indians In metro poll ten Areas be eligible for 
assistance if the papulation they serve, scattered though it 
may be within the metropolitan area, meets the distress 
requirements of Section 105? 

(A) Section 109 . Do you understand Section 109 to mean that aid 
coming to Indian tribes shall not count against the 15Z 
limitation applied to that state? 

(5) Section 110 . Does the requirement that "not more than 60 
per centum of the funds" shall be obligated before May 31 
of each fiscal year create administrative difficulties? 
If so, what are they? 

Please respond to the Chairman of the Subcommittee as well, so that 
your comments may be included in the hearing record. 

Your prompt attention is most appreciated. 

Sincerely, 



DOUG BEREUTER 
Member of Congress 
cc: Honorable John J. LaFalce 
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UNITED STATES DEPARTMENT OF COMMERCE 
The Assistant Secretory for Economic Development 

Washington. DC. 20830 



• 4 MAY 1963 



Honorable Doug Bereuter 

House of Representatives 

•Washington, D. C. 20515 

Dear Mr. Bereuter: 

Yoir requested my written response to five questions regarding 
provisions of H.R. 10, the "National Development Investment 
Act." Provided below is a restatement of the questions 
contained in your letter of April 12 followed by my response. 

1. Section 103 (g) . What would be considered "an area" 
within a "unit of local government" like a city or county which 
would be eligible to apply if that area meets the requirements 
of Section 105? 

Since the legislation imposes no guidelines, requirements or 
limitations, an "area" within a "unit of local government" can 
conceivably be any identifiable geographic location within the 
unit of local government for which qualifying statistics are 
available. The determining factor is the availability of 
statistical information for the "area" defined as within the 
unit of local government. For income related criteria. Census 
tract data is often used as a basis for qualifying information. 
Presumably, 1980 Census tract data related to income is avail- 
able if needed. For employment related criteria pertaining to 
areas within cities or counties, State employment security 
agencies typically provide information on an ad hoc basis to 
applicants as needed for meeting qualification criteria. It 
seems reasonable to expect that such information will be 
available. Most typically, the type of information available 
for areas which are only parts of cities or counties is 
unemployment data obtained from State employment agencies. 

2. Section 103(e) . Has the agency in the past received 
requests for assistance from Indian tribes that are not 
recognized by the Secretary of the Interior? 

Yes, requests for grant assistance have been received from 
Indian tribes not recognized by the Secretary of the Interior. 
EDA has approved requests for public works assistance if the 
tribe: (1) was recognized as a tribe by the State in which the 
tribe is located, (2) the State holds land in trust on behalf 
of the tribe, and (3) the project is located on the tribal 
land. For urban Indian groups that have no tribal land 
interests, only requests for technical assistance have been 
approved. 
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3. Section 103. Would extra-governmental organizations 
that serve urban Indians in metropolitan areas be eligible for 
assistance if the population they serve, scattered though it 
■ay be within the metropolitan area, meets the distress 
requirements of section 105? 

Under the provisions of section 103, only if the extra- 
governmental organization that serves the urban Indians is a 
public or private non-profit developmental organization repre- 
senting an "area" that meets the criteria of section 105 can it 
be eligible for assistance. Since the term "area" is usually 
defined in terms of geographic location, it does not seem 
possible that an organization representing members scattered 
throughout the metropolitan area will be elig ble unless the 
members are in an "area" that meets the qualifications of 
section 105. 

4. Section 109. Do you understand section 109 to mean 
that aid coming to Indian tribes shall not count against the 
15 percent limitation applied to that State? 

Yes, it is my understanding that aid to Indian tribes will not 
count against the 15 percent limitation applied to each State. 
Section 109 contains language which provides that "Except for 
expenditures to Indian tribes, not more than 15 per centum of 
the funds appropriated pursuant to this title may be expended 
in any one State." We interpret this to mean that expenditures 
to Indian tribes are not counted against a State's 15 percent 
1 imitation. 

5. Section 110. Does the requirement that "not more than 
60 per centum of the funds" shall be obligated before May 31 of 
each fiscal year create administrative difficulties? If so, 
what are they? 

No. The requirement that "not more than 60 per centum of the 
funds" he obligated before May 31 would not create administra- 
tive difficulties for EDA. 

However, H.R. 10 would require the obligation of not less than 
50 per centum nor more than 60 per centum of funds prior to 
May 31 of each fiscal year. 

According to FY 82 records, the agency had approved $20,500,000 
of projects by May 31. This represents slightly more than 
15 percent of the total approvals of $129,945,000 for the full 
fiHcal year. 

Kor FY 83, $3,500,000 has been approved as of this date. This 
represents leas than 2 percent of our appropriation of 
$230,000,000 for FY 83. 

The agency could meet such a requirement (which is feasible) by 
authorizing a sufficient number of projects in the previous 
fiscal year, to have thorn processed and available for approval 
in the first half of the next fiscal year. 




Carlos C. Campbell 

Assistant Secretary 

for Economic Development 
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Chairman LaFalce. Mr. Roemer. 

Mr. Roemer. Thank you, Mr. Chairman. 

Mr. Secretary, I think I suffer under the same handicap as most 
members of the committee. I have read Mr. Reich's articles in the 
Atlantic Monthly also, along with you, and I think you and he 
agree that this bill is not industrial policy. That might be the 
extent of the agreement, however, but I think that you are correct 
in that assessment. 

I am somewhat taken aback by the fact that we have to compare 
this bill with the alternatives for an industrial policy, and the ad- 
ministration seems to have none. Let me point out a couple of ex- 
amples now in terms of fairplay. 

You said in your opening statement, and have responded to ques- 
tions repeatedly, that a better industrial policy than this might be 
a reduction in the deficit, implying that interest rates would follow 
that reduction, and economic recovery would blossom. 

Yet our President, our administration, has submitted a budget to 
this Congress which we Democrats and Republicans didn't think 
well enough of even to have a vote on the House floor, that called 
for a deficit in excess of $185 billion, at a time when you have no 
industrial policy of your own, you increase foreign aid in your ad- 
ministration's budget by more than $2 billion. 

Now, with that as a beginning point, and your concern about 
deficits being real, and I share them, and the somewhat hypocriti- 
cal view of this administration, we are against deficits unless we 
decide where the money is to be spent, I wonder how you justify 
the top of page 3 in your statement, this paragraph, where you say, 
and I quote: 

The American work force must be upgraded. The President has proposed pro- 
grams that will help train American workers for full participation in service in 
high-technology skills which would be essential in the future. 

Now, I spend a great deal of my time, Mr. Secretary, looking at 
budgets, some that I write, others that are reviewed. I have looked 
at the administration budget carefully. Mr. Coyne has already 
pointed out that the budget of your administration seems to deem- 
phasize training, the one legitimate area, according to you, where 
the Federal Government might play a role. 

Now, in fairness, I would like you to respond to that question in 
these parts: (a) I agree that this bill is not an industrial policy, and 
I believe Mr. Reich would agree with that also. But, (b) what are 
your alternatives, and if the Federal Government does have a le- 
gitimate place for training, where is it in your budget? What kind 
of priority do you put on it? 

It seems to pale in your emphasis for foreign aid, for example. I 
can give you the figures. Your foreign-aid bill is $13.2 billion. Do 
you spend that much on training American workers? 

Mr. Campbell. Well, Mr. Chairman and Congressman Roemer, 
the reason that we put the statement in here is not only because 
we are committed, and we recognize this, but we feel that a sub- 
stantial part of our economic future lies in this area that is going 
to be what we will call skill intensive. 

I don't think it is appropriate for me to respond to the issues of 
defense or the issues of foreign aid, in all due respect The deficit 
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issue is a concern that we have. The need to reduce the rate of 
growth and the size of the Federal Government is a concern. 

I respectfully take exception with you, sir, when you say we don't 
have an alternative, because we continue to point out that we do 
have in the community developent block grant program under 
HUD funds available for economic development, and those fundi 
are being used for that purpose. 

So I think it is appropriate to suggest to you that we do not advo- 
cate duplication in Government programs, but you know, clearly, 
there is a tradeoff, and I think from the standpoint of respond* 
leadership, that it is appropriate to respectfully invite your atten- 
tion to certain trends that we feel that we have a responsibility to 
share with you. 

Mr. Robmer. I appreciate that, and I do not want to be argumen- 
tative with you. I just suggest, as a relative 2%-year newcomer to 
this scene, that it might serve this Nation and your administration 
well to put some priority on an industrial policy. You might lead 
with job training. You haven't done that in your budget, and you 
are the one that raised the question of deficits, not us. 

I would conclude by saying that at some point in this process, 
since this is the only option we have right now, your administra- 
tion might serve its purpose better to study this bill in its particu- 
lars, and comment before this committee on what is right and what 
is wrong with it, rather than some blanket indictments. 

Specifically, Davis-Bacon is included here. Is that a good idea? 
We have force-feeding timetables for the Secretary to spend the 
money. Is that a good idea? We are spending 10 percent of this 
money on salaries and administrative expense. Is that a good idea? 

Thank you, Mr. Chairman. 

Chairman LaFalce. Thank you, Mr. Roemer. Congressman 
Levin. 

Mr. Levin. Thank you, Mr. Chairman. 

Mr. Secretary, I think we would all agree that the past can be 
instructive for the future, so if I might concentrate my questions 
on the past a bit. It might have been interesting to have proceeded 
as originally suggested by the Chair. I can understand your dilem- 
ma. 

Chairman LaFalce. We are going to do both. 

Mr. Levin. And have had the testimony of everybody, and then 
Questions and answers. Let me refer, if I might, to the testimony 
that will be forthcoming from the honorable mayor of New Or- 
leans. On page 2 he says, "Building on EDA's successful experience 
since 1965, in responding to the unique economic circumstances of 
our Nation's cities." 

You are at the opposite end of the spectrum. You call EDA a fail- 
ure. Tell me a bit more about your conclusion. It is such a striking 
difference in the earlier statement by someone who has been and is 
on the firing line of urban problems. Your statement is very cate- 
gorical. In fact, your testimony has a lot in it. 

I would like you to come to Michigan and tell the unemployed 
that the recession is behind us. It strikes me maybe your view is 
that we are pulling out of it. To say it is behind us strikes me as 
almost insensitive, if I might say so, to over 11 million people who 
are unemployed. But that is another issue. 
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Tell me about your categorical statement that EDA is a failure. 

Mr. Campbell. Well, Mr. Chairman, Mr. Levin, what I am saying 
i this, that at the time the Economic Development Administration 
enacted in 1965, I believe 12% percent of the population was 
within areas that were designated for assistance. Since that time, 
those areas proliferated to encompass over 80 percent of the popu- 
lation. That kind of widespread designation clearly precluded tar- 
geting. 

In addition to that, the loan guarantee program and direct loan 
program resulted in a portfolio in excess of $1 billion with a delin- 
quency rate of over 40 percent. Having carefully examined that 
portfolio and procedures associated with it, it was clear at the 
outset that the quality standards were lacking to prevent that type 
of delinquency rate and default rate. 

In terms of particular projects, there are countless industrial 
parks in America where there are today no tenants. You can ask 
me to provide it for the record or I can give you some examples 
now. 

Even in the great State of Michigan, unfortunately, there are 
projects funded in part by EDA that no longer represent any eco- 
nomic development benefits and, in fact, represent a burden to the 
owners. The Economic Development Administration spent over $2 
million for 12 cemeteries. Again, I question the use of funds like 
that. 

Mr. Levin. But tell me— let's talk about Michigan for a minute- 
list the projects under EDA that have been defective. 

Mr. Campbell. Sir, that have been defective? 

Mr. Levin. Yes. 

Tell me about Michigan. You pick out a cemetery project, how 
many projects have there been in Michigan? 

Mr. Campbell. I will have to give you that for the record. 

Mr. Levin. Well, give me an estimate. 

Mr. Campbell. You mean a statement for the total dollars spent 
by EDA in Michigan? 

Mr. Levin. Or the number of projects. 

Mr. Campbell. I can't really give you an estimate. I would have 
to go back and look it up. 

Mr. Levin. Well, don t you think if you sit here and are unable 
to describe what EDA has done for Michigan, other than picking 
out one project, and a few industrial parks, that you ought to hesi- 
tate before you call it a failure? 

Mr. Campbell. We have had over 5,000 to 6,000 projects in the 
United States. 

Mr. Levin. How many of them would you say were useful proj- 
ects? 

Mr. Campbell. Useful? 

Mr. Levin. Yes. 

Mr. Campbell. It depends on what you mean when you say 
useful. 

Mr. Levin. I am asking you. You called the act ineffective. 

Mr. Campbell. What we are saying is that the jobs that are asso- 
ciated with EDA are not jobs that were created, but jobs that were 
shifted from one area to the other or maintained. 



Digitized by 



Google 



58 

Mr. Levin. You are saying EDA created no jobs. It was just a 
matter of shifting. 

I would like you to provide for the record— we could take other 
States, but take Michigan — your description in a page or two of the 
history of EDA in Michigan, and support for your statement that 
there has been simply a shifting of jobs. And the record will be 
open then for me to — and I don't know the story completely. But I 
am trying to learn from the past. I think one of the problems m 
that the past isn't understood and is somewhat misdescribed to 
argue for conclusions for the future. And I would like a description 
by you of projects under EDA Michigan, and some qualitative as 
well as quantitative assessments and material that relates to job 
creation. Then perhaps we will be in further touch to discuss the 
history of EDA in Michigan. 

Mr. Campbell. Certainly. 

Mr. Levin. Thank you. 

Chairman LaFalce. Thank you very much, Mr. Levin. 

Let me suggest to you a way of proceeding now. 

We have Mayor Morial who we would like to hear testimony 
from, who also has to leave no later than 12. Then we have two 
other panelists. 

With your concurrence, I would like to have Mayor Morial and 
then have questions of both Mayor Morial and yourself, and then 
the other two panelists, and questions of the other two panelists 
and yourself. 

The reason is that you are such an important figure with respect 
to this bill, you would have to implement it. And also, the other 
individuals are going to be proponents of it, and you are the lead- 
ing opponent. 

I would like to conclude no later than 1 o'clock. 

Would your schedule permit you to participate with us? 

Mr. Campbell. Absolutely, Mr. Chairman, whatever is your 
pleasure. 

Chairman LaFalce. Before we do call the mayor, however, I will 
take the prerogative of the chair to ask a few more questions of 
you. 

First, let me say that in my own judgment there have been suc- 
cesses on the part of EDA, there have been failures on the part of 
EDA, and I think that is probably a more accurate assessment 
than just to give a blanket success or failure story. It would be very 
interesting to see what the overall balance has been. 

I am going to invite you to come back before this subcommittee 
at some future date where we can have an in-depth review of 
where the EDA has been, and what its total success story has been, 
and why. I think it is very important. 

I am sorry that you did not address the question, though, of this 
particular bill in greater depth, because it really departs from the 
general approach that EDA has taken in the past. It is much more 
focused. 

I do think a certain aspect of EDA's past activities are somewhat 
parallel to the provisions of this bill, and it would have been good 
if you could have focused in on the success or failure of those por- 
tions of EDA's past activities that parallel at least somewhat what 
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this bill would attempt to do, to give us a better idea of how to pro- 
ceed. 

The jobs bill that President Reagan called for and that he signed 
into law contains approximately $100 million that EDA will have 
to implement, is that correct? 

Mr. Campbell. Yes, sir, that is correct. 

Chairman LaFalce. Do you think that that money that the 
President called for is going to be a waste of money? 

Mr. Campbell. Mr. Chairman, the President did not call for that 
$100 million. He signed the bill. We will do our best to insure that 
the money is spent in a manner that reduces the possibility for 
waste. 

Chairman LaFalce. All right. 

Now, what are you doing to implement the spending of that $1^0 
million? 

And also, it is my understanding that you sent a directive to 
your regional directors on March 25 with instructions for process- 
ing applications for utilizing about $198 million of funds that Con- 
gress has appropriated to EDA for fiscal 1983. You have a backlog 
of applications for rapid processing before September 30. Can they 
be processed? 

Do you have sufficient staff to do the job, along with the job of 
processing the new $100 million that you received about 3 weeks 
ago? If not, will you increase the staff, et cetera? 

Mr. Campbell. Are you asking me to respond, Mr. Chairman? 

Chairman LaFalce. Yes. 

Mr. Campbell. We are drafting appropriate releases for the Fed- 
eral Register which we will probably have a clearance this week. 
We are meeting officials at OMB with respect to some changes that 
will allow us the flexibility to hire some temporary staff. We are 
meeting with our regional directors in about 10 days to go over 
some procedures. 

I have assigned appropriate staff to look at ways to expedite the 
processing, to abbreviate forms and to do everything logistically 
reasonable to accelerate the decisionmaking process. 

Chairman LaFalce. Thank you. 

I have a few more questions that I am going to postpone until we 
hear from Mayor Morial. 

Mayor Morial, would you come to the table, please. 

Mayor, I understand your time constraints. You have to leave at 
approximately what time? 

Mayor Morial. At least by noon, sir. 

Chairman LaFalce. We will include the entire text of your re- 
marks in the record. You may proceed as you wish, to either read 
them or summarize them. 

STATEMENT OF HON. DUTCH MORIAL, MAYOR, CITY OF NEW 

ORLEANS, LA. 

Mayor Morial. Thank you very much, Mr. Chairman and mem- 
bers of the committee. 

First let me express my thanks to you for having accommodated 
me the way you have, and for having accommodated the U.S. Con- 
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ference of Mayors, and to express my thanks to Mr. Campbell for 
having yielded to me under the time constraints. 

That is a tribute to the Economic Development Administration, 
that shows something about the success of the EDA. 

Mr. Chairman and distinguished members of the committer 
thank you for this opportunity to appear before you today in sap- 
port of H.R. 10, the National Development Investment Act, and the 
programs of the Economic Development Administration. 

I would like to take a few minutes to make a few brief observa- 
tions today about EDA and its programs from my perspective as t 
mayor. 

We hear a lot today about the misuse of EDA funds, about mab- 
work projects, and dead-end jobs, and maybe some of this critidflB 
is justified. When EDA first began to play a unique role in the city 
some 15 years ago, the need for economic development had become 
distressingly obvious in our older urban centers. 

Mayors and city staff had up to then fewer basic roles to per- 
form: police and fire protection, garbage collection, other social 
services. We were all newcomers to economic development. We did 
not know how to proceed. Adequate competent staff were not avail- 
able. Mistakes were made as a result. But we have become experts 
over the years. 

We learned how to work in partnership with private industry. 
Universities began to train people and mayors hired them. We 
learned how to prepare economic development plans and strategies 
in response to EDA requirements. 

We learned how to use EDA funds to attract private investment, 
create jobs, and in the process increase revenues to the Federal 
Government, many times greater than the initial EDA investment 

In New Orleans, for example, we used a little more than $3 mil- 
lion in EDA funds to put together an investment of more than $100 
million in public and private funds to build a convention center, a 
project less than 10 minutes away from downtown New Orleans, a 

Project which will serve as a Louisiana pavilion for the Louisiana 
iforld Expo 1984. That project will bring in $1.29 billion in private 
investment, the convention center alone, and create over 30,000 
permanent jobs for an EDA investment of just $2.3 million for in- 
frastructure. 

Now that we have trained the people, now that we have built the 
competent staff, learned to work in partnership with the private 
sector, in short, built within our cities economic development ex- 
pertise, the catalyst for all this and the one indispensable source of 
funds for its continuance, EDA, would be taken away from us. That 
is why we support this legislation, Mr. Chairman and members of 
the committee. 

We in the cities have worked hard and invested much to get as 
far as we have, and need the tools EDA provides to continue basic 
capital investment programs, now perhaps more than ever before. I 
would cite one other example where I think EDA has been vital to 
us. It is within the Office of Economic Development, where we 
staffed a minority business enterprise unit with a staff employed 
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J EDA funds which administers the city's minority set-aside pro- 
ram. 

This unit performs one of the major functions of the Office of 
unic Development. This set-aside program provides for 10 per- 
of the goods and nonprofessional services excluding construc- 
purchased by the city to be designated for bidding solely by 
and minority business in the city. Since 1978, over $80 mil- 
in minority contracts have been awarded by the city through 




*be minority business enterprise unit. 
. I could go 



-. „ — ._ go on and cite other examples and illustrations of what 
iBDA has meant to my city, and I think other mayors across this 
Mation would join with us in the litany of the contributions and 
xhe successes of the Economic Development Administration. 
j Thank you very much, Mr. Chairman and members of the sub- 
fOommittee. 

[Mayor Mortal's prepared statement follows:] 
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Prepared Statbmbnt of Hon. Dutch Morial, Mayor, New Orelans, La. 

Mr. Chairman, distinguished members of the Committee, my name 1s Dutch 
Morial. I am the Mayor of New Orleans, Louisiana. It 1s a pleasure to share 
with you my views on H.R.10, the National Development Investment Act. At the 
outset, let me say that both the U.S. Conference of Mayors and the National 
League of Cities, 1n both of which I actively participate, strongly support 
H.R.10. We hope that your Committee will act quickly to endorse the bill and 
move 1t to a vote 1n the full House. I would like to submit for the record a 
copy of a resolution adopted by the Conference of Mayors concerning H.R.6100, 
last year's version of H.R.10. 

The Committee's consideration of the National Development Investment 
Act comes at a time when our cities continue to experience severe financial and 
economic problems. As we end the first quarter of 1983, the most severe reces- 
sion 1n forty years has sharply reduced city governments' revenue growth while 
exponentially Increasing the demands for services and investment. Cities are 
the first line of defense for the victims of a recession. We bear the burden 
of feeding, clothing, and sheltering those who have lost their livelihoods. 
These demands have left cities struggling to maintain even basic capital Invest- 
ment programs so necessary to contribute to a private sector recovery and a 
stable job base. This 1s why H.R.10 is such a significant initiative at this 
time. 

I would like to summarize our views of the National Development Invest- 
ment Act quickly. Before I do, however, let me highlight a technical change 
which we hope the Committee will recommend. 

Section 103 of the bill would restrict the ability of large cities lo- 
cated within Economic Development Districts (EDDs) to apply for grants on be- 
half of pockets of poverty, or for public or private development entitles 1n 
such cities to apply for assistance. These cities should enjoy the same 
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The Committee on Public Works and Transportation already has adopted 
m 

this change, and I hope that your Committee will adopt it as well when you 
c 

■ark up the legislation. 
i 

Let me now summarize my views on the specific provisions of H.R.10. 

. DEVELOPMENT INVESTMENT ASSISTANCE GRANTS 

I strongly support the provisions of the bill providing for Development 
Investment Assistance Grants. Building on EDA's successful experience since 
1965 1n responding to the unique economic circumstances of our nation's cities, 
these grants will Improve the ability of cities to use funds for a wide range 
of eligible activities that combat economic distress, including: the construct- 
ion, repair, rehabilitation and improvement of public facilities, land acquisition 
and site preparation, emergency economic adjustment, as well as the capitaliza- 
tion of local government revolving loan funds to assist small businesses. 

In addition, I am pleased that the legislation recognizes the need to 
leverage private sector resources 1n conjunction with local and federal efforts 
to Improve the physical and economic structure of cities. These interactions 
and relationships are particularly critical during this period of limited budgets 
and scarce public resources. 

Clearly, local officials must take the lead 1n fashioning a conscious and 
aggressive economic role for city government, including the development of a 
much more precise understanding of the local economy together with policy devel- 
opment, planning and decision-making processes in which the economic dimension 
of all city government actions are considered. 

We 1n local government have made a strong commitment to giving priority 
attention to economic development. The provisions of H.R.10 provide the necessary 
support. 
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Eligibility . The bill proposes a series of economic Indicators covering 
a wide range of economic distress conditions. A comunity will qualify for aid 
by meeting any one of the following criteris: 

• A per capita income of 80 percent or less of the national 
average; 

• An unemployment rate 1 percent above the national average 
for the most recent 24-month period, or 

• A sudden economic dislocation resulting in a loss of jobs. 
This is a generally sound approach. However, I hope that the committee 

will ensure that, achnini strati vely, assistance is limited to those areas most 
1n need. Broader eligibility criteria, especially in the context of limited 
funds, weakens the political acceptability of the program and robs it of wide- 
spread public support. 

DEVELOPMEHT INVESTHEKT STRATEGY ' 

The requirement that applicants for assistance must requalify for assis- 
tance each time they apply and that aid will only be provided to those who pre- 
pare and submit a development investment strategy is a good one. These provision 
strengthen the legislation by targeting resources to those communities that hue 
Identified their economic development goals. 

The development investment strategy provides the vehicle for accomplishing 
these goals by requiring local governments to make use of existing economic re- 
sources and to channel growth and investment so that they supplement and support 
those existing resources that are or can be made viable rather than undercutting 
or competing with them. 

IN VESTMENT STRA TE GY CAPACITY BUILDING 

The planning and investment strategy preparation authorities under H.R.10 
reinforce the need for communities to develop capabilities necessary to formulate 
action-oriented strategies that will guide the investment of economic development 
resources. I certainly endorse this approach. 
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Resolution Adopted 50th Annual Conference, Minneapolis/St. Paul, Minn., 

June 19-23, 1982 

economic development administration 

Whereas, economic development to create and retain jobs in the private sector 
Ehouki be a major goal of national urban policy; and 

Whereas, historic patterns of federal investment and tax policies have helped con- 
tribute to the decline of employment in many central cities by encouraging new in- 
rsstment elsewhere; and 

Whereas, targeted assistance to help provide the public infrastructure on which 
private sector development is based is a critical need in many cities to offset the 
historical effects of these tax and investment policies; and 

Whereas, unemployment is reaching record levels, with unprecedented concentra- 
tions in central cities; and 

Whereas, city government should be the main focus of planning and implementa- 
tion of economic development assistance in cities, Now, therefore, he it 

Resolved, That the U.S. Conference of Mayors supports the passage of H.R. 6100, 
the National Development Investment Act, which would reauthorize the activities 
■lid programs of the Economic Development Administration of the Department of 
Commerce, while substantially altering the agency's focus to emphasize comprehen- 
live economic development planning at the local level. 

Chairman LaFalce. Thank you very much, Mr. Mayor. 

Mr. Shumway? 

Mr. Shumway. Thank you, Mr. Chairman. 

Just a couple of questions, Mr. Mayor. I appreciate the perspec- 
tive that you bring to the subcommittee as one who is elected from 
local government. That is likewise my background before coming to 
Congress from California. But I ask you this question. 

As mayor have you had the experience of learning that Federal 
funds were available for a particular program, but that those funds 
were for a purpose or maybe they were accompanied by restrictions 
which deviated from local priorities? 

Mayor Morial. We have attempted, sir, to shape our programs 
in conformity with where those Federal funds are available. We 
have dealt with those categorical funds in a different way than we 
might deal with block grant funds. 

We can actfust and modify those priorities. The basic and funda- 
mental priorities for local government are the traditional ones. 
Economic development is a relatively new area for local govern- 
ments to engage in. So, therefore, we have concentrated our efforts 
on job generation and economic development. 

We provided, as EDA required, the comprehensive economic de- 
velopment strategy as our tool. So we fashioned our priorities 
within that, to conform to those resources that we knew would be 
available through the Economic Development Administration. 

Mr. Shumway. I take it, then, that you have allowed the Federal 
prerogatives to come in and tell you how you should create jobs 
and fashion the development of your community as far as the cate- 
gorical grants available from the Federal Government are con- 
cerned? 

Mayor Morial. To the extent that those have been consistent, we 
have. 

Mr. Shumway. Have there been times when they have not been 
consistent? 
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Mayor Morial. I don't recall during my tenure as mayor a time y- 
when they have not been consistent with what we desired to do « U 
it relates to job creation and our economic development effort* a f i 
my community. 

Mr. Shumway. Mr. Mayor, you have described some local proj- 
ects in your testimony, and you described them as I would expect I 
mayor to do, in very glowing terms. Obviously they are very impor- 
tant projects for your city, and have contributed much to the wefr 
being of your citizens, but it seems to me if those projects m 
indeed so worthy, if they are destined to accomplish so much, why 
couldn't they have been funded by either local government, reafr 
ing again that you have tight priorities to meet, or by prink 
sources? 

Why wouldn't local banks come in and say we will set up thee 
particular projects because they will contribute so much to the city 
of New Orleans? 

Mayor Morial. To some extent with one of the projects I re- 
ferred to, the convention center, we did work initially with lool 
banks. And I would illustrate to you how effective I think EDA was 
in that effort. 

That was an effort which was a project whereby we would u* 
UDAG and EDA funds, and used a leverage of a private protect 
which was opened, the Flagship Sheraton Hotel in downtown Sew 
Orleans. We were negotiating with the people at HUD for the 
UDAG; also with Manufacturers Hanover together with Metropoli- 
tan Life. We encountered some difficulties. But the project became 
so attractive to the developers that it was unnecessary for us to use 
UDAG money or EDA money for that private sector project. 

So to some extent we did use private sector leverage for the con- 
vention center, because they withdrew their application for UDAG 
and EDA moneys. Those moneys were then shifted to this public 
project, which then built a partnership with the private sector, be- 
cause that project is being partially funded by an increase in local 
sales taxes dedicated for debt servicing the bonds for that project 

In addition to that component, we went into the State legislature 
and got capital funds from the State. 

So with a composite arrangement of EDA initial moneys serving 
as a catalyst, we were able to cultivate and build a partnership, a 
unique partnership with the private sector, local government, and 
State government to fund a major project which is resulting now in 
unprecedented downtown construction in the city of New Orleans, 
and new hotels in the city. 

Those hotels, sir, are not being built because of a 6-month Louisi- 
ana World Expo. They are being built because we now will have a 
world-class convention center for which EDA fundings and UDAG 
served as the catalyst and the initiating financial source. 

Mr. Shumway. Thank you, Mr. Mayor. 

Chairman LaFalce. Thank you. 

Mr. Lundine? 

Mr. Lundine. Mr. Chairman, I have no questions. 

I would just like to thank the mayor for appearing here and pro- 
viding a very useful real world perspective. 

Mayor Morial. Thank you. 

Chairman LaFalce. Mr. Coyne. 
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to. Mr. Coyne. Thank you, Mr. Chairman. 

fc Mr. Mayor, the Secretary in his testimony indicated that maybe 
foe of the sources for economic development activity for cities 
blight be the community development block grants; it occurs to me 
l^ere are so many other needs aside from economic development 
IjBtivities and the use for community development funds. 
~I wonder if you would comment about your experience with the 
of community development funds that by and large are 
up by other activities in cities. 

jror Morial. Mr. Coyne, as you have stated in your question, 
community development block grant moneys are attacked 
onably by the demands within the total community, but by 
and large by pockets of interest within the total community who 
fjpme forward with a variety of needed projects and services. 

The service component of community development block grants 
is primarily used as a vehicle to provide housing in the lower 
income people, housing rehabilitation. We have in my city less 
than a 1-percent vacancy rate in housing where 25 percent of the 
housing approximately is below code. 

We have perhaps the largest or second largest number of public 
housing units anyplace in the Nation. So we are trying to stimulate 
housing rehabilitation and housing development through local 
housing corporations. We use community development block grant 
moneys for those. And we use it for a variety of social services- 
neighborhood community centers, for example. And we do not 
think it would be wise to abort economic development funds and 
substitute therein community development block grants. 

We think it would be inadequate, it would be inconsistent with 
the concept and the mission of community development block grant 
moneys. And we think that a special Economic Development Ad- 
ministration should be available to deal with those matters per- 
taining particularly to economic development in the much broader 
sense, to build on the partnership that has developed over the 
years with the local governments and the Federal Government and 
the private sector working in unison to stimulate economic devel- 
opment at the local level, and job creation. 

Chairman LaFalce. Mr. Bereuter? 

Mr. Bereuter. I have no questions. 

I do appreciate the mayor s testimony and statement. Thank you 
very much. 

Chairman LaFalce. And now the most distinguished member of 
our entire subcommittee, Mr. Roemer — whenever we have a wit- 
ness from Louisiana, Mr. Roemer is certainly our most distin- 
guished member. 

Mr. Roemer. Thank you, Mr. Chairman. 

I would like to welcome you to our committee. For those of you 
who don't know the mayor of New Orleans, you would like him — 
straight ahead, hard-nosed, and has done one heck of a job for that 
city. 

You are welcome before this committee any time. 

A couple of quick and specific questions, mayor, about the bill 
that we are reviewing. 
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You mentioned in your opening remarks, or at least your pro- 
pared testimony, that the eligibility requirements are satisfactaj 
but, if anything, are too broad. Maybe I misstate you. 

You seem to imply that at least administratively we ought to 
make sure that these limited moneys go to the areas of \ 
need. 

Could you expand on how that could best be done? Should we do 
anything statutorily in this law to insure the money is spent 
it is most needed? 

Mayor Morial. Well, the bill as presently drafted would to 
extent restrict the ability of large cities located within the econom- 
ic development districts to apply for grants on behalf of pockets of 
poverty or for public or private development entities in such dtia 
to apply for assistance. We think that all of those cities should 
enjoy the same flexibility as cities outside the economic develop- 
ment districts. 

We think that there should be some equity, and that should be 
provided for statutorily to whatever extent or through rules and 
regulations wherever possible. 

Mr. Roemer. In answer to a question I think from Mr. Coyne, or 
perhaps someone else, about the community development block 
grants as opposed to these funds, you implied that one category k 
not a substitute of another. Is it your position that the Federal 
Government needs to spend increasing moneys in both areas, EDA 
andCBDG? 

Mayor Morial. Very definitely, sir. But don't ask me where the 
money should come from. 

Mr. Roemer. Thank you very much. 

I wanted to pursue that a second. I am not trying to put you on 
the spot. 

Mayor Morial. That is all right. You know, I am accustomed to 
being there. 

Mr. Roemer. No witness, no member of this committee has been 
able to comfortably, in my opinion, address the question of on the 
one hand a need for development and investment and on the other 
hand the size of the deficits with which we grapple. 

Speaking for the city of New Orleans, I wonder what would help 

!rour city the most over the next 18 to 36 months— sharply lower 
ong-term interest rates as a result of reduced deficit, or continued 
programs like this? 

Mayor Morial. Well, that is a tough question. I would think that 
there should be a combination of the two. And I think the genius 
reposes within this Nation, through the Congress of the united 
States and the executive branch of the Government of the United 
States, to deal with those problems effectively. 

The world looks to this Nation. The problems we are discussing 
about inflation and interest rates and the economy are global. And 
still the rest of the world looks to the United States for a solution 
of it. They blame us largely for some of their economic problems, 
and some of the monetary problems we face in the world today. 

But I think the genius reposes within the people of this Nation 
and its leaders to deal with those matters at the same time, to deal 
with them effectively, and to make the necessary monetary policy 
for this country that would deal with the matter of high interest 
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as well as the large deficits we face. Those deficits didn't 
overnight, and we are not going to solve them as rapidly as 
would want us to believe that they will be solved. 
I* It is a combination of approaches in my opinion that have to be 
■utilized by those who make the monetary policy for the United 

3i r Mr. Roemer. Very good. 

p* I want to thank our witness, Mr. Chairman, for his testimony 
and just tell him that I have been called a lot of things, but never a 

■ genius. 

-fc Thank you, Mr. Mayor. 

*i - Chairman LaFalce. Mr. Levin? 

M - Mr. Levin. Thank you, Mr. Chairman. Just one question if I 

■ Might 

-i If you might tell us briefly from your experience, Mr. Mayor, 

why should the Federal Government provide funds for local com- 

i munities as you described it to formulate action-oriented strategies 

j that will guide the investment of economic development resources? 

Give us an insight. 
m This is kind of the guts of it in terms of intergovernmental rela- 
: tions and functions. Your perspective on that I think would be 
p most helpful. Some might call it a handout, and might say to you, 
t why not do it yourselves, why do you have to bother with the Fed- 
eral Government? 

Mayor Morial. Well, Mr. Levin, we are all tied together in this 
country. While perhaps the Constitution makes no provision for 
cities, yet American citizens live in the cities of America. Cities 
cannot formulate economic policy. We do not have the pervasive 
legislative capacity to deal with that. We are spokespeople for a 
small group of American citizens. We are tied together, whether we 
want to admit it or not, as a Nation. And the cities of America are 
tied to the Nation. 

We have no capacity to deal with economic problems. We cannot 
affect interest rates. No mayor can do that. We certainly wish we 
did have the power to do so. 

We cannot affect the monetary policy of this country. We can do 
very little independent of the Federal Government to stimulate 
economic development. We need the infusion of the Federal Gov- 
ernment's capacity and resources to assist us in further developing 
what I think has been a very successful experiment over the last 15 
years, and which should be consistent with the philosophy of this 
present administration, the development of the private sector and 
expanding upon the capacity of the private sector to deal with the 
needs, and to address the needs through the economic resources 
available at the local level. 

Don't place that burden on the cities of America. We cannot cope 
with it, we do not have the resources nor the capacity, nor do we 
have the umbrella of authority over the economic fortunes of this 
nation. 
Mr. Levin. Thank you. 
Thank you, Mr. Chairmnan. 
Chairman LaFalce. Mr. Wortley? 

Mr. Wortley. I pass, Mr. Chairman, since I missed the original 
testimony. Thank you. 
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Chairman LaFalce. Mayor, you said you have to leave by 12. 1 ! 
am pleased we are able to let you depart to catch your plana I 
thank you very much for your excellent presentation. 

Mayor Morial. I don't want to run out on Mr. Campbell. 

Thank you so much, Mr. Chairman. 

Chairman LaFalce. We would now call upon the remaining wit- 
nesses—Mr. Goldstein, Mr. Bergman, and Mr. Page. 

We will put the entire text of your remarks, Mr. Bergman and 
Mr. Goldstein, in the record, as we would Mr. Page's remarks. We 
would ask you to summarize as you so please. 

STATEMENT OF EDWARD M. BERGMAN, ASSOCIATE PROFESSOft 
OF PLANNING, DEPARTMENT OF CITY AND REGIONAL PLAN- 
NING, ACCOMPANIED BY HARYEY GOLDSTEIN, ASSOCIATE 
PROFESSOR, BOTH OF THE UNIVERSITY OF NORTH CAROLINA 
CHAPEL HILL, N.C. 

Mr. Bergman. Mr. Chairman, I am Edward Bergman. I am here 
today with my colleague. We are associate professors of city and re- 
gional planning in North Carolina, Chapel Hill. 

This testimony consists of a favorable and nearly full endorse- 
ment of H.R. 10 as seen from the perspective of local economic de- 
velopment officials, more particularly economic development plan- 
ners. Having said that, we are here today to take the opportunity 
to comment on some sections which deserve greater prominence or 
emphasis and to suggest possible improvements in other sections. 

The points which we will make are based heavily on the research 
findings contained in attachments to this testimony and in sources 
listed on page 17 of the testimony, plus our own direct involvement 
in educating and advising State and local economic development of- 
ficials. 

We have organized the testimony on the sections of H.R. 10 in 
the approximate order in which they will appear. I will cover sev- 
eral points under title I and Dr. Goldstein will review title II. 

The findings and purposes of H.R. 10 as expressed in section 
101(2) properly stress the importance of strong local economics to 
the strength of the national economy and to the individual vitality 
of the Nation's constituent communities. The extraordinary shift of 
language and intent of this bill when compared to the original 1965 
Public Works and Economic Development Act reflect the wholly 
changed circumstances of the 1970's and early 1980's which are re- 
ferred to in section 101(b). 

As we noted in a forthcoming article — to be entered later as at- 
tachment 1 to the hearing record: 

Local economies in all regions of the United States are undergoing the greatest 
distress since the Great Depression. Unemployment rates and business failures have 
reached post-1930's highs, while shrinking tax revenues and reduced capacities to 
finance needed capital improvements to dangerously worn-out infrastructure have 
virtually stripped local governments of the few means available to them to alleviate 
the distress. 

The post- World War II incidence of local economic distress is of three general 
types. National recessions until the early 1970's raised the unemployment rates in 
many local economies but these recessions were of relatively short duration. More 
importantly they were squeezed within an otherwise sustained, 25-year period of 
economic expansion. Many local economies did not experience an economic down- 
turn because the high secular growth rate more than compensated the effects of the 
recession. 
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Some local economies did suffer chronic distress as a result of structural changes 
jfc important local industries (e.g. New England textiles) and the concomitant disin- 
vestment and capital mobility to other regions. Yet as painful as these dislocations 
rare to the areas experiencing them, they were isolated and exceptions to the gen- 
sal rule of economic growth and prosperity. 
A second type of incidence of local economic distress is associated with the so- 
iled urban crises of the 1960's, but it was actually a central city crisis. The loss of 
ltral city jobs and tax base to the surrounding suburban jurisdictions meant 
rere economic distress within parts of the local economy which was neither of 
feort-term duration nor isolated to just a few metropolitan areas. 
- *The third type of economic distress which almost all areas have felt since 1970 
fillers from previous post-World War II experiences because it results from a series 
rf" strong cyclical downturns and from structural changes in the national economy. 

The interrelationship between these distinctive influences on 
local, regional, and national economies should be recognized by eco- 
nomic policymakers at all levels. This in turn suggests that activi- 
ties envisioned under H.R. 10 are likely to require policy coordina- 
tion among levels of economic policymaking in such related areas 
as industrial or urban policy. The language of section 101(c) may 
require broadening to include or encourage stronger coordinative 
efforts along these lines. 

This bill also accounts for very rapid increases in the potential 
capacity of local economic development officials to help guide and 
support their local economies toward a realization of their own des- 
tinies — section 101(d). This emerging capacity is acknowledged in 
attachment 2 submitted for the record. 

Particularly valuable are the lessons learned about the risks of 
piecemeal project funding and the rote preparation of symbolic 
Overall Economic Development Plans, reports which often func- 
tioned as little more than documentation or "boilerplate" for 
project grants sought. 

With the changes in H.R. 10, eligible activities and purposes will 
need to focus more on coherent local strategies and away from in- 
fluences external to local economies. This beneficial reorientation 
should alter considerably the following observations from attach- 
ment 2 concerning previous economic development efforts: 

Still absent, however, is a coherent sense of how a planner undertakes economic 
development from the perspective of the local community and its well-being rather 
than in response to national or corporate imperatives. 

In stressing purposes to achieve "self-sufficiency" (section 
101(eX6», H.R. 10 may unintentionally be employing somewhat 
misleading language to emphasize very desirable purposes. Rather 
than self-sufficiency or autarky, either of which imply nearly com- 
plete levels of economic independence, we suggest that local econo- 
mies should be encouraged by H.R. 10 to reduce their dependence 
on maior economic decision centers outside their economies, that is, 
thgy should become economically more "autonomous." 

The eligible activities enumerated under section 102 are quite 
distinctive for the simple reason that enterprise types which main- 
tain control and development potential in the local economy are 
clearly targetted. By stressing the potential value to be placed on 
developing small and employee-owned businesses, H.R. 10 will help 
restore a balance which has become tipped dramatically in favor of 
large, corporate branch plants. 

It may be useful to generalize the intent under section 102(b) by 
suggesting support for — or at least experimentation with— a wide 
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range of community-based enterprises such as producer co-op, 
community development corporations, public enterprise, and so on. 
This intent should also be generalized to encourage such enter- 
prises in all eligible areas, that is, not only in situations involving 
economic dislocation and adjustment as stipulated under section 
102(aX4). 

A caveat should be acknowledged here. H.R. 10 should strive to 
support employee- or community-based enterprises in viable linoo 
of industry or markets. The often repeated warnings of "lemon » 
cialism," that is, the needless resuscitation of derelict industries or 
physical plant with public funds, cannot be ignored. Nor can the 
potential abuse by investors who see new opportunities to bail out 
of a losing concern by selling their otherwise unmarketable equi- 
ties or assets to uninformed employees. 

Both "lemon socialism" and "citrus capitalism" are avoidable if 
sound advice and technical assistance is routinely available to local 
participants. 

We spoke earlier of greater capacity among applicants to conduct 
sound economic development activities at the local level. However, 
this is more likely to be the case among organizations with staff 
and skill in planning a development strategy. 

As section 103 now reads, applicants need only demonstrate that 
they fall within an eligible class of organizations and be located in 
an area which meets certain distress requirements. If the intention 
expressed in section 106 to base local economic development on 
sound strategy is to be fully realized, applicants should be asked to 
demonstrate some form of long-term capacity for devising, modify- 
ing, and implementing such a strategy. 

Section 103(f) considers private, nonprofit development organiza- 
tions as eligible for grant applications, provided such applications 
are approved by a local unit of government prior to submission. In 
other subparts of section 103, eligibility is limited to units of gov- 
ernment or their agents, all of which are accountable to local citi- 
zens. 

To assure local accountability as envisioned in section 201(aXD 
and to maintain consistency with similar provisions for qualified 
employee trusts as specified in section 30K2XA), some comparable 
or equivalent provision for the involvement of citizens in planning 
development strategies might be required of private, nonprofit ap- 
plicants. 

Although the development investment strategy provisions of 
section 106 quite correctly tie the use of public works funds and in- 
frastructure investments to a well-conceived economic development 
strategy and plan, we would also like to offer a few observations on 
desirable investment criteria which this bill might highlight. 

First, even though the intent of this legislation does not specifi- 
cally provide for countercyclical investments, project expenditures 
will invariably affect the local business cycle. While little in the 
way of policy guidance is available to determine when local project 
investments might be optimally timed, we conclude that reliable 
estimates of the degree of cyclical sensitivity of local economies to 
national business cycles are available and can be used in conjunc- 
tion with other criteria to help estimate probable expansionary ef- 
fects due to the magnitude of allowable infrastructure investment 
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Second, investments in local infrastructure should improve the 
or strength of a local economy so that it tends to stimulate 
business formation or expansion of existing production. Invest- 
Stoents which merely result in the relocation of economic activity 
■from one region or locality to another are inherently wasteful of 

new investment funds and of existing capital infrastructure. 
■e Third, infrastructure investments which are flexible, adaptable 
ii end capable of serving a wide range of potential economic activities 
rt should be given nrioritv over industry or sector-specific projects, 
ii This is more likely to be the case where local economic develop- 
%: ment is based on a comprehensive, continuing, and long-term plan 
l for the vitality of the local economy; it is less likely if efforts are 
ii project-specific attempts to recruit particular industries with an in- 
vestment package of tailormade incentives. 
■ It is also more likely that flexible infrastructure projects result 
k when local economic development officials are aware of available 
technological innovations. Local economic development officials in 
ii North Carolina were surveyed to discover why technological ad- 
i vances were not implemented in the public sector; about 60 percent 
i said that the benefits resulting from technological adoption aren't 
understood or that local officials have no reliable means to assess 
I the applicability of potential innovations. 

i Findings from surveys of local economic development planners 
i indicate that greater attention be given to ways of insuring that 
i they are made aware of technological options before strategies are 
i planned and projects are proposed. 

The private sector incentives provided under section 107 repre- 
sent a reasonable use of public funds to support private firms. 
Since they are used to create revolving loan funds for small busi- 
ness, a permanent resource is placed within local communities 
where capital needs are greatest. Its permanence and its future 
claimants place a greater responsibility for long-term stewardship 
of such resources on applicant agencies. A formal expectation for 
long-term accounting of loan funds and a followup of lending prac- 
tices might be included in H.R. 10, particularly some mandated 
form of local government review. 
Access to revolving loan funds under section 107 are intended to 

Sield desirable forms of business development by the private sector, 
ince funds are targeted on small firms, there is a greater possibil- 
ity that incentives will create new jobs rather than redistribute ex- 
isting jobs. However, this prospect is assured only if the firm is 
truly small by industry standards, as well as being independently 
owned and operated or not dominant in its field of operations as 
specified in section 30K2XBX5). 

We suggest SBA practice in defining size is generally considered 
imprecise and needn't be relied upon to determine this important 
definition. Even if definitions of small businesses are improved, re- 
volving-fund agencies should be encouraged to formally consider 
the job-creation potential of business loans and be discouraged from 
using funds to induce the mobility of firms from one locality to an- 
other. 

Finally, funding priorities should be encouraged that favor busi- 
nesses which offer stable, good paying, safe employment opportuni- 
ties for the resident labor force; important too are the "multiplier 
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effects" expected from businesses which purchase local goods and 
services and the community spillover effects due to land and wa 
consumption, to air and water pollution, to waste production and to 
burdens or congestion of municipal facilities. 

Dr. Goldstein will add his comments. 

Dr. Goldstein. Mr. Chairman, members of the subcommittee, the 
placement of the preparation of development investment strategies 
and selection of individual development projects and activities 
within the context of a comprehensive and continuous planning 
and evaluation process is perhaps the most important step taken in 
H.R. 10. 

This redirection in local economic development approaches pre- 
sents both opportunities and challenges for local economic develop- 
ment planners. These challenges include capacity building, the 
active involvement of citizen groups in the planning process, and 
coordination and dissemination of research and demonstration re- 
sults to increase the transferability of successful innovations from 
one area to another. 

One of the bases for a more rational approach to local economic 
development planning is the assessment of the development pros- 
pects of an area economy. We wish to emphasize that it is the an- 
ticipated future conditions and problems which a development 
strategy must address if it is to be successful. 

Investment in public infrastructure and area businesses have 
long-term consequences and must reflect a stream of benefits and 
costs to the community over a long period of time. As is stated 
under section 101 of the bill, change is the only permanent feature 
of our national, regional, and local economies. 

The assessment of future development prospects and problems by 
local planners and Government officials must be based on an un- 
derstanding of the structural changes and cyclical performance 
that the particularly local economy is undergoing. These structural 
changes need to be understood not only in the context of regional 
shifts of economic activity and the secular movement of the nation- 
al economy toward a services and information base, but also with 
respect to an evolving national industry policy and fundamental 
changes in the international division of labor. 

The findings of research we have recently conducted indicate 
that U.S. metropolitan economies vary considerably in the nature 
of the long-term structural changes they are undergoing as well as 
in their respective cyclical performance. This variation is signifi- 
cantly wider than we expected and cannot be explained by simple 
dichotomies such as Frostbelt or Sunbelt, old or new, large or 
small, or goods- or services-oriented areas. 

These findings, as well as other research experiences, suggest 
that the ability to forecast the economic future of an area in the 
current environment is a most difficult task which defies mechani- 
cal or cookbook approaches often applied under the OEDP process. 

Planners, analysts, and local officials need to learn how to blend 
published economic data and statistically based projections with 
qualitative information on the unique behavior and problems of 
local industries, taking into account qualitative information that 
private sector people, business leaders, local elected officials, can 
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to bear in the collective understanding of what the realistic 

> economic development prospects of an area might be. 

__ In short, we are highlighting the challenge that H.R. 10 offers for 

improving our capacity to foresee future community needs, but we 

also wish to stress the opportunity for much more effective plan- 

a aing to shape events to meet those needs through more rational 

m moa productive investment decisions. 

m Let me say that there are implications in H.R. 10 for professional 

m training and professional education of the planners and local offi- 

m cuds that will administer the programs at the local level. H.R 10 

poses new challenges for graduate programs in plannning and spe- 

cifically current in economic development planned. 

* There are many officials and planners who are presently work- 
" ing in local and State governments who do have the required ca- 

* parity, but we suggest that there will be a need for further upgrad- 
1 ing of skills of such people. Future practitioners can receive the 

* kind of training which is implied in this bill without the kinds of 
1 large institutional grants, that, for instance, the Department of 

Labor funded under the Manpower Administration. With modest 
1 efforts there can be a sufficient number of high quality university- 
f based training programs to provide the supply of skills and under- 
: standings among planners and officials that H.R. 10 calls for. 
i A second related issue raised in the bill is the set of relationships 
among the identification of local economic problems, the design of 
a development investment strategy, and the selection of specific de- 
i velopment projects. To its credit, H.R. 10 places these planning 
functions in the most logical and rational order: The strategy is de- 
signed to ameliorate identified problems and individual projects are 
selected to be consistent with the development strategy. 

Even this approach has been "officially" endorsed in previous 
bills, there has been a longstanding tendency for planners and 
local government officials to disassociate these three logical ele- 
ments. This has for the most part been unintended, but it does lead 
to incoherence. That incoherence leads to limited and diminished 
effectiveness because the individual activities that are funded are 
less likely to be complementary among themselves or are less 
likely to achieve scale effects or, even worse, that those projects 
can work at conflicting or cross purposes. 

Because this practice has been the norm, EDA should be pre- 
pared to take strong, affirmative actions and provide incentives to 
local economic development agencies to indeed adopt the planning 

Sproach described in section 201 of the bill. This can, in part, take 
3 form of written guides, handbooks, technical assistance and the 
like. 

Failure to enforce the spirit of this part of the bill would, in our 
view, seriously erode the ability to achieve the purposes of H.R. 10. 

The third issue raised in section 201 of the bill that we wish to 
comment upon is the involvement of private citizens and groups in 
the planning process. In our view, the active involvement of private 
citizens and groups should be as broad as possible, not limited to 
just local corporate leaders. 

Apart from the obvious influence which elected public officials 
exert on local economic development, the next most important in- 
fluence identified by economic development officials in North Caro- 
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Una communities was that exercised by major industry leaden. In- 
dustrialists were considered to exert influence on economic devel- 
opment policymaking about twice as often as citizen action group Is 
or chambers of commerce, four times as often as workers, and \i 
about nine times as often as small business people. Thus, the stress 
on supporting small business and employee enterprises under title I) 
I may depend heavily on opportunities to exercise citizen guidance |j 
in the planning process envisioned by title II. |i 

Citizen guidance can improve the planning process itself and its 
outcomes in several ways. First it can increase the variety of infor- 
mation and range of insights available on the nature and incidence 
of economic problems facing the community. It can reveal more 
fully the underlying strengths and weaknesses of the local economy 
which will pose future economic problems but also present positive 
opportunities to exploit. 

Second, it can lead to a more democratic decisionmaking and 
community guidance process, which in turn can lead to greater 
equity in outcomes and greater probability of the strategy being 
implemented. Associated with this is the expectation of greater 
public accountability of decisions and actions taken. 

Third, citizen guidance can lead to an enhanced capacity to mobi- 
lize the community's resources in the face of sudden economic dis- 
tress such as a major plant closing. We believe that the active in- 
volvement of citizens in guiding or shaping the economic future of 
a community should be seen as a worthy end in itself, and applaud 
the potentialities that H.R. 10 raises for increasing the breadth and 
extent of this involvement. 

We suggest language be introduced in the bill that would make 
more explicit the expectation of broad citizen guidance in the eco- 
nomic development planning process. 

The evaluation and demonstration component — section 202 — rec- 
ognizes the need for continued research and monitoring of develop- 
ment strategies and investment efforts at all levels of government 
The research and monitoring function should help determine what 
works well and what does not work well under differing sets of 
local and national economic conditions. 

Frequently, successful demonstrations or innovations carried out 
in one locale are not readily transferable to other areas because 
conditions in those other areas are not the same as where the suc- 
cessful innovations were carried out. 

Dissemination of the findings of demonstrations and assessments 
of innovations to planners and local officials engaged in economic 
development planning at all levels of government should be sup- 
ported by EDA in a very broad way. A commitment to research, in 
addition to demonstration, will be necessary to meet the stated pur- 
poses of this bill. 

We simply need to increase our understanding of the processes 
which lead to unemployment and underemployment, to economic 
dislocations, and to chronic distress in areas and regions of the 
United States. 

This research should be applied, interdisciplinary, and policy rel- 
evant. It should build upon the knowledge and experience of eco- 
nomic development professionals. 
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Designing and implementing strategies and projects that are 
foreseen under H.R. 10 and building upon the knowledge and expe- 
t- rience of professionals should be done in collaboration with univer- 
sity-based researchers and policy analysts. 

EDA can play a critical role in improving the practice of econom- 
ic development planning by supporting the type of research de- 
scribed above, particularly if it is coordinated with the support of 
demonstrations in the field and tested against insights gained from 
careful evaluations of local development investment strategies 
which should become routine and obligatory. 

The research, demonstration, and evaluation components of this 
legislation should be aimed in general at helping us know what 
works under what conditions, and how improvements can be stead- 
ily made. 

Finally, we do not believe that the 75-percent maximum share of 
the grants devoted to actual economic development planning and 
the preparation of a development investment strategy as stipulated 
by section 203 will, in general, pose a constraint or hardship to 
local planning efforts. 

But we do feel that a provision for a waiver, which could be 
granted by the Secretary under unusual circumstances, be enacted 
into the bill under a few rare cases where it may be in the best 
benefits of local planning to have a greater proportion. 

Chairman LaFalce. Thank you very much. 

[The joint prepared statement of Mr. Bergman and Mr. Goldstein 
entitled "Local Planning and the National Development Invest- 
ment Act" follows:] 
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Prepared Statement op Edward M. Bergman and Harvey A. Goldstein* 

LOCAL PLANNING AMD THE NATIONAL DEVELOPMENT INVESTMENT ACT 

This testimony consists of a favorable and nearly full endorsement of 
HR10 as seen from the perspective of local economic development officials* 
more particularly economic development planners. Having said that, we are 
here today to take the opportunity to comment on some sections which deserve 
greater prominence or emphasis and to suggest possible improvements in other 
sections • 

To focus our comments on the bill and make it easier to follow our 
points* we have organized the testimony on sections of HR10 in the approximate 
order in which they appear. 

TITLE I 

The findings and purposes of HMO as expressed in Sec. 101(2) properly 

stress the importance of strong local economies to the strength of the 

national economy and to the individual vitality of the nation's constituent 

communities. The extraordinary shift of language and intent of this bill when 

compared to the original 1965 Public Works and Economic Development Act 

reflects the wholly changed circumstances of the 1970's and early 1980' a which 

are referred to in Sec. 101 (b) • As we noted in a forthcoming article (to be 

entered later as Attachment 1 to the hearing record) i 

Local economies in all regions of the U.S. are undergoing the greatest 
distress since the Great Depression. Unemployment rates and business 
failures have reached post-1 930' s highs, while shrinking tax revenues and 
reduced capacities to finance needed capital improvements to dangerously 
worn-out infrastructure have virtually stripped local governments of the 
few means available to them to alleviate the distress* 

"The authors are Associate Professors of City and Regional Planning at the 
University of North Carolina, Chapel Hill. They research and teach various 
aspects of local economies, economic development planning, industrial 
structure, employee owned enterprises and local economic policy. 
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The post-world Mar II incidence of local economic distress is of thraa 
general types. National recessions until the early 1970* a raised the 
unemployment rates in many local economies but these recessions were of 
relatively short duration. More importantly they were squeezed within an 
otherwise sustained, twenty-five year period of e con o mi c expansion. Many 
local economics did not even experience an economic downturn because the 
high secular growth rate more than compensated the affects of the 
recession. 

Some local economies did suffer chronic distess as a result of 
structural changes in important local industries (e-g New Dig land 
textiles) and the concomitant disinvestment and capital nobility to other 
regions. Yet as painful an these dislocations ware to the areas 
experiencing thee, they were isolated and exceptions to the general rule 
of economic growth and prosperity Under these circumstances short-term 
relief from the federal government was politically feasible while the 
long tern policy of encouraging population migration to growing areas of 
the type now advocated by the President* s Commission for a National 
Agenda for the Eighties (Hicks 1982) would have been seen as rational. 

A second type of incidence of local economic distress is associated with 
the so- clled urban crises of the 1960s, but it was actually a central 
city crisis. The loss of central city jobs and tax base to the 
surrounding suburban jurisdictions meant severe economic distress within 
parts of the local economy which was neither of short-term duration nor 
isolated to just a few metropolitan areas. Yet there was mora optimism 
than pessimism that the central city distress could be alleviated through 
legal strategies through central city economic development initiatives, 
and, in the long term by the rising tide, of national economic growth. 

The third type of economic distress which almost all areas have felt 
since 1970 differs from previous post world war II experiences because it 
results from a series of strong cyclical downturns and from structural 
changes in the national economy Since 1970 the national economy has 
been through four wrenching recessions and three recoveries At the asm* 
time shifts in the sectoral and spatial pattern of capital investment and 
employment in the u,s, {whose impacts on local economics have been 
di scribed by Blues tone and Harrison reflect long-term trans formations 
underway in the international economic systea and the U.S economy's 
position in it. The recent experience with and prospects for continued 
simultaneity of strong cyclical behavior and structural change in the 
national economy transmitted to local economics present local economic 
analysts and planners with situations in which their forecasts of local 
economic performance and asses amenta of the araa s development propects 
are increasingly unreliable The fashioning of viable development 
strategies is dependent, in part upon an assessment of the area future's 
development propects But this assessment hinges upon the local economic 
planner's ability to aort out observable changes and trends in local 
economic activity: one must recognize those due to structural changes in 
the local economy and those due to its unique cyclical behavior. 
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The interrelationship between these distinctive influences on local, 
regional and national economies should be recognised by economic policy-oaken 
at all levels. This in turn suggests that activities envisioned under HR10 
are likely to require policy coordination among levels of economic 
policy-making in such related areas as Industrial or urban policy. The 
language of Sec. 101(c) may require broadening to include or encourage 
stronger coordinative efforts along these lines. 

This bill also accounts for very rapid increases in the potential 

capacity of local economic development officials to help guide and support 

their local economies toward a realisation of their own destinies (Sec. 101 

(d)). This emerging capacity is acknowledged in Attachment 2 submitted for 

capacity is acknowledged in Attachment 2 submitted for the records 

Indeed, one could argue that local economic development planning as a 
field has become newly prominent during this period of rapid economic 
din location* The burgeoning literature on local economic development 
planning during the seventies era of stagflation, race a a ions and 
municipal fiscal crista attests to a atrongly felt need by planners to 
help guide the development of their local economies The American 
Planning Association s recently established Economic Development Division 
has become notable for its rapid growth and for overflow crowds attending 
its sessions at recent APA conferences. 

Particularly valuable are the lessons learned about the risks of pie ce m e al 

project funding and the rote preparation of symbolic Overall Economic 

Development Plans, reports which often functioned as little more than 

documentation or "boiler plate" for project grants sought. With the changes 

in HR10, eligible activities and purposes will need to focus more on coherent 

local strategies and away from influences external to local economies. This 

beneficial reorientation should alter considerably the following observations 

from Attachment 2 concerning previous economic development efforts s 

Still absent, however, is a coherent sense of how a planner undertakes 
economic development from the perspective of the local comm uni ty and its 
well-being rather than in response to national or corporate imperatives. 
The extraordinary displacement of local for federal perspectives has been 
argued by Yin in terms of local program agency structure, and by Bergman 
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in terms of forfeiting areawide planning for piecemeal grantsmanship. 
The immutability of national corporate relocation patterns was posed by 
the President's Commission [on Urban Policy] which then identified the 
role of local economies as an obliging accommodation to the national 
trends. Even within states local governments seem to play 
negligible — or at best responsive— role a in state level industrial 
development programs. 

In stressing purposes to achieve "self-sufficiency", (Sec. 101(e) (6)), 
HR10 may be employing somewhat misleading language to emphasise very desirable 
purposes. Rather than self-sufficiency or autarky, either of which imply 
nearly complete levels of economic independence, we suggest that local 
economies should be encouraged to reduce their dependence on major economic 
decision centers outside their economies, i.e. they should be c o m e economically 
more "autonomous". This shift in emphasis would retain the sense of reduced 
dependence for the local economy as a whole but also recognise the unavoidable 
need of individual firms, industries and public agencies to constantly 
interact with others about them. 

The eligible activities enumerated under Section 102 are quite 
distinctive for the simple reason that enterprise types which maintain control 
and development potential in the local economy are clearly targetted. As 
argued in Attachment 2 to this testimony, local economic development 
invariably implies some sort of policy toward enterprises. For example, a 
recent study of local economic development planners throughout North Carolina 
communities reveals a four to one preference for branch plants over small 
business firms (Bergman and Winders, 1983). By stressing the potential value 
to be placed on developing small and employee-owned businesses, HR10 will help 
restore a balance which has become tipped dramatically in favor of large, 
corporate branch plants. It may be useful to generalise the intent under Sec. 
102(b) by suggesting support for— or at least experimentation with—a wide 
range of community-based enterprises such as producer coops, community 

development corporations, public enterprise, and so on. Even if most 
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activities are in fact carried out by conventionally definad small business*, 
ths very aention of other types of co— unity-based enterprises will stimulate ■ -_ 
acre creative strategies which bnild indigenous capacity for local 
initiatives. A caveat should be acknowleged here. HMO shonld strive to 
support eaployes or community baaed enterprises in viable lines of Industry or 
markete. The often repeated warnings of "leaon socialise*, i.e. the neediest ^ 
resuscitation of derelict Industries or physical plant with public funds, 
cannot be ignored. Nor can the potential abuse by investors who see new 
opportunities to bail out of a losing concern by selling their otherwise ^ 

unmarketable equities or assets to uninf oread eaployeee. Both "leaon 

on 

socialise" and "citrus capitalise" are avoidable if sound advice and technical 
assistance is routinely available to local participants. 

We spoke earlier of greater capacity aaong applicants to conduct sound 
economic development activities at the local level. However, thia is sore 
likely to be the case aaong organisations with staff and skill in planning s 
development strategy. As Section 103 now reads, applicants need only to 
demonstrate that they fall within an eligible class of organisations and bs 
located in an area which meets certain distress requirements. If the 
intention expressed in Section 106 to base local economic development on sound 
strategy is to bs fully realised, applicants should be naked to demonstrate 
•one form of long-term capacity for devising, modifying and implementing such 
a strategy. (Additional c omm e nts on the nature of organisational planning 
capaoity will be offered later in discussion Section 201). 

When surveyed to deteraine preferences for types of planning oepeclty, 
economic development planners in Worth Carolina communities generally 
per f erred ln-house staff capacity to consultants by a three to one ratio, and 
they preferred federal, state, or regional field office staff assistance to 
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consultants by a four to one ratio (Bergman and Winders, 1983). This suggests 
that permanent, accessible sources of planning capacities are preferred by 
local officials! BRIO might be amended slightly to encourage (if not require 
evidence of) comparable capacities to carry out planning development strategy. 
Section 103(f) considers private, nonprofit development organization* as 
eligible for grant applications, provided such applications are approved by a 
local unit of g ov e r nment prior to submission. In other subparts of Section 
103, eligibility is limited to units of government or their agents, all of 
which are accountable to local citizens. To assure local accountability as 
envisioned in Section 201 (a) (1) and to maintain consistency with similar 
provisions for qualified employee trusts as specified in Section 301 (2) (A), 
some provision for the Involvement of citisens in planning development 
strategies might be required of private, nonprofit applicants. 

The development investment strategy provisions of Section 106 quite 
-correctly tie the use of public works funds and infrastructure investments to 
a well conceived economic development strategy and plan. We will comment on 
the planning processess considerations when discussing Section 201 below, but 
a few observations on desirable investment criteria are appropriate at this 
point. 

First, even though the intent of this legislation does not specifically 
provide for counter-cyclical investments, project expenditures will invariably 
affect the local business cycle, considerable research sponsored by BDA and 
DOL has demonstrated the difficulty of timing such investments with respect to 
local peaks and troughs of the business cycle. (See Attachment 1) This means 
that little in the way of policy guidance is available to determine when local 
project Investments might be optimally timed. We conclude, however, that 
reliable estimates of the degree of cyclical sensitivity of local economies to 
national business cycles are available (Attachment 1) and can be used in 
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conjunction with other criteria to help estimate probable effects due to the 
magnitude of allowable infrastructure investment. 

Second* investments in local infrastructure should improve the depth or 
strength of a local economy that tends to stimulate new business formation or 
expansion of existing production. Investments which merely result in the 
relocation of economic activity from one region or locality to another are 
Inherently wasteful of new investment funds and of existing capital 
infrastructure. Perhaps a priority for small business ventures will help 
limit this potential (this is discussed further under Section 107 below.) 

Third, infrastructure investments which are flexible, adaptable and 
capable of serving a wide range of potential economic activities should be 
given priority over Industry or sec tor -specific projects. This is more likely 
to be the case where local economic development is based on a comprehensive, 
continuing and long-term plan for the vitality of the local economy; it is 
less likely if efforts are project-specific attempts to recruit particular 
industries with an investment package of tailor-made incentives. It is also 
more likely that flexible infrastructure projects result when local economic 
development officials are aware of available technological innovations. 

Local economic development officials in North Carolina were surveyed to 
discover why technological advances were not implemented in the public sector; 
about 60% said that the benefits resulting from technological adoption aren't 
understood or that local officials have no reliable means to assess the 
applicability of potential innovations. By contrast, relatively few officials 
considered technological innovations in the public sector to be too costly, 
too esoteric or too inappropriate to local conditions. (Bergman and Winders, 
1983.) This suggests that greater attention be given to ways of insuring that 
local economic development planners are made aware of technological options 
before strategies are planned and projects are proposed. 
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The private sector incentives provided under Section 107 represent a 
reasonable use of public funds to support private fires. Since they are used 
to create revolving loan funds for aeall business , a permanent resource is 
placed within local cnssmnl ties where capital needs are greatest. Its 
permanence and its future claimants place a greater responsibility for 
long- tern stewardship of such resources on applicant agencies i this should 
encourage continuous planning and discourage previous tendencies to be attuned 
to annual grant cycles or preoccupied with pure grantamanship. A formal 
expectation for long-tsrm accounting of loan funds and a follow-up of lending 
practices might be included in HR10, particularly some mandated form of local 
government review. 

Access to revolving loan funds under Section 107 are intended to yield 
desirable forms of business development by the private sector. Since funde 
are targeted on small firms , there is a greater possibility that incentives 
will create new jobs rather than redistribute existing jobs. However, this 
prospect is assured only if the firm is truly small by industry standards, as 
well as being independently owned and operated or not dominant in its field of 
operations as specified in Section 301 (2) (B) (5). SBA practice in defining 
else is generally considered imprecise and needn't be relied upon to determine 
this important definition. Even if definitions of small businesses are 
improved, revolving fund agencies should be encouraged to formally consider 
the job creation potential of business loans and be discouraged from using 
funds to induce the mobility of firms from one locality to another. This 
would merely reflect what some states already prohibit among the localities 
within their boundaries i for example. North Carolina statutes prohibits a 
county from using industrial revenue bonds to attract firms from another 
county in the state. 

8 
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Finally* funding priorities should be encouraged that favor businesses 
which offer stable, good paying* safe employment opportunities for the 
resident labor force i inportant too are the "multiplier effects" expected froi 
businesses which purchase local goods and services and the co— unity spillover 
effects due to land and water consumption, to air and water pollution, to 
waste production and to burdens or conge s tion of municipal facilities 
(Goldstein and Winders, 1983.) 



TITLE II 
The placement of the preparation of development investment strategies and 
selection of individual development projects and activities within the context 
of a comprehensive and continuous planning and evaluation process is perhaps 
the most important step taken in HMO. This redirection in local economic 
development approaches presents opportunities to meet many of the purposes of 
the bill not fully realisable under the old OBDP process. Grantamanship took 
precedence over systematic local economic planning based upon careful analysis 
and coherent policy and strategy design. We can no longer afford to make 
decisions about Infrastructure and public capital improvements that are 
unrelated to, or Inconsistent with, local e con o mi c deve l o p m e nt prospects and 
needs and incoherent with respect to other sectoral planning and development 
efforts. At the same time the redirection in local economic development 
approaches pose new challenges to planners, local government officials, and 
private dtlssns, as well as to EDA itself. These challenges include capacity 
building, the active involvement of cltisen groups in the planning proc es s, 
and coordination and dissemination of research and demonstration results to 
increase the transferability of successful innovations from one area to 
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another. Ms elaborate below on acme of these opportunities and challenges 
posed by HR10 which we deem to ba aoat critical in ordar for the purposes of 
the bill to ba realised. 

One of the bases for a sore rational approach to local economic 
development planning is the assessment of the development prospects of an area 
economy. This Includes the identification of strengths to build upon and 
weaknesses to be ameliorated through a development investment strategy. The 
bill cites the identification of local economic problems and past, present and 
projected future economic development investments as bases for the preparation 
of a development investment strategy. Me wish to emphasize that it is the 
anticipated future conditions and problems which a development strategy must 
address if it is to be successful (See Goldstein, Paulson and Bergman, 1982). 
Investment in public infrastructure and area businesses have long term 
consequences and must reflect a stream of benefits and costs to the community 
over a long period of time. Ms should assume that the same problems and needs 
identified at the current time will not be those facing com m u nities ten years 
from now. As is stated under Section 101 of the bill, change is the only 
permanent feature of our national, regional, and local economies. 

The assessment of future development prospects and problems by local 
planners and government officials must be based on an understanding of the 
structural changes and cyclical performance that the particularly local 
economy is undergoing. These structural changes need to be understood not 
only in the context of regional shifts of economic activity and the secular 
movement of the national economy toward a services and information-base, but 
also with respect to an evolving national Industry policy and fundamental 
changes in the international division of labor. 
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The findings of research we have recently conducted (See Attachment 1) 
indicate that U.S. metropolitan economies vary considerably in the natnrs of 
the long- tare structural changes they are undergoing as well as in their 
respective cyclical performance. This variation is significantly wider than 
we expected and can not be explained by simple dichotomies such as Frostbelt 
or Sunbelt, old or new, large or small, or goods-or services-oriented areas. 
Theee findings as well as other research experiences suggest that the ability 
to forecast the economic future of an area in the current environment is a 
most difficult task which deflee mechanical or cookbook approaches often 
applied under the OEDP process (Goldstein, Paulson and Bergman, 1982). 
Planners, analysts, and local officials need learn how to blend published 
economic data and statistically-based projections with qualitative infocmstlaa 
on the unique behavior and problems of local industries, the legacies of an 
area's peculiar historical and cultural development, and political and citizen 
leaderehip potentials. Conducted in a systematic way (e.g., scenario or 
futures analyeie), this type of analytic approach can improve the chances of 
accurately asse s si ng an area's realistic development prospects. This, in 
tarn, i ncreases the probability that a development strategy will be able to 
meet not only current problems but future meeds, and avoid superficially 
appealing but unproduc tive investments. In ehort, we are highlighting the 
challenge thet a*10 offers for improving our cepacity to foresee future 
community needs, but we else wish to stream the o pportu nity for much more 
effective planning to shape events to meet theme needs through more rational 
and pro d uct ive investment decieleee. 

a eeoond related Issue reined in the bill is the eet of relatioeshipe 
among preblen identification, the design of e envelopment limimi strategy, 
and the selection of specific development projects, to its credit, ssUO 
nieces theee planning functions in the moot logical and rational 
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strategy is ds signed to ameliorate identified problems and individual projects 
ar« selected to be consistent with the development strategy. Even though 
"officially" endorsed , there has been a longs tending tendency for planners and 
local government officials to disassociate these three logical elements of the 
planning process and to pursue one or more elements independently of others. 
To some extent this behavior has been conditioned by grentsmanehip incentives 
associated with the structure of and requirements for federal government 
assistance and aid, including many of the programs administered by EDA. A 
study by one of the present authors (Bergman and Winders, 1983) found that 
more often than not, practitioners of local economic development (in one 
southeastern state with a reputation for its relatively sophistics ted approach 
to economic develo p m e nt) did not associate problem identification and strategy 
formulation with choice of programs or projects. This (unintended) type of 
incoherence leads to limited and diminished effectiveness because activities 
are less likely to be complementary, or to achieve scale effects j even worse, 
projects can work at conflicting or cross purposes, cancelling the potential 
beneficial effects of each. Because this practice has been the norm, EDA 
should be prepared to take strong, affirmative actions and provide Incentives 
to local economic development agencies to indeed adopt the planning approach 
described in Section 201 of the bill. This can, in part, take the form of 
written guides, handbooks, technical assistance and the like. Failure to 
enforce the spirit of this part of the bill would, in our view, seriously 
affect the ability to achieve the purposes of HR10. 

The third issue raised in Section 201 of the bill that we wish to comment 
upon is the involvement of private citizens and groups in the planning 
process. Steps in the planning process where desirable degrees of involvement 
might be assumed include the analysis of the local economy, the identification 
of economic problems deserving attention, and the definition of development 
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goals and objectives. In our view, the active Involvement of private citizens 
and groups should be as broad as possible, not limited to just local corporate 
loaders* 

Apart f roe the obvious Influence which elected public officials exert on 
local economic development, the next most important influence identified by 
economic development officials in North Carolina communities was that 
exercised by major Industry leaders. Industrialists were considered to exert 
most influence on economic development policy making about twice as often at 
citizen action groupe or Chambers of Co m me rce , four times as often as workers, 
and about nine times as often as smell business people (Bergman and Winders* 
1983) • Thus, the stress on supporting small business and employee enterprise! 
under Title X nay depend heavily on opportunities to exercise citisen guldsnot 
in the planning process envisioned by Title XI. 

Active citisen Involvement in the public arena where general policy goals 
are decided, where specific strateglee are established and where particular 
publicly supported development projects and activities are selected and 
inplsmsnted can be referred to as citizen guidance in the local economic 
development process. (This general approach is presented more fully in 
Attachment 3). 

Citisen guidance can improve the planning process itself and its outcomes 
in several ways. First it can increase the variety of information and range 
of insights available on the nature and incidence of economic problems facing 
the community. Xt can reveal more fully the underlying strengths and 
weaknesses of the local economy which will pose future economic problems and 
present opportunities to exploit. Second, it can lead to a more democratic 
decision-making and community guidance process which in turn can lead to 
greater equity in outcomes and greater probability of the strategy being 
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implemented. Associated with this is the expectation of greater public 
accountability of decisions and actions taken. Third, citisen guidance can 
lead to an enhanced capacity to mobilise the nn— unity's resources in the face 
of sudden economic distress such as a major plant closing. Me believe that 
the active Involvement of citizens in guiding or shaping the economic future 
of a community should be seen as a worthy and in itself, and applaud the 
potentialities that HR10 raises for Increasing the breadth and extent of this 
involvement. We suggest language be introduced in the bill that would make 
more explicit the expectation of broad citisen guidance in the economic 
development planning process. 

The evaluation and demonstration component (Section 202) recognises the 
need for continued research and monitoring of development strategies and 
investment efforts at all levels of government. The research and monitoring 
function should help determine what works well and what does not work well 
under differing sets of local and national economic conditions. Frequently, 
successful demonstrations or innovations carried out in one locale are not 
readily transferable to other areas. Again this refers back to the need for 
carefully analyzing and understanding the behavior, dynamics, and unique 
conditions of each local economy as a basis for the rational selection of a 
development investment strategy. Errors of non- transfer ability point out the 
need to design demonstrations so that the extent of transferability and 
generallsability of the results or effectiveness can be assessed. 

Dissemination of the findings of demonstrations and assessments of 
Innovations to planners and local officials engaged in economic development 
planning at all levels of government should be supported by EDA. This type of 
activity can be highly cost-efficient by minimising the tendency to "reinvent 
the wheel" or to repeat inadvertently failures of strategies or activities in 
other areas and regions. 
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larger percentages of grant funds devoted to planning will have longer tern 
benefits for the no— unity. 

CLOSING STATD4EHT 

In offering this testimony, we endorse the general redirections in local 
economic development called for in this bill. Our principal reservations are 
that some of the spirit and Intentions of HR10 say not be fully translated 
into actual practice. Ms have attempted to point out above where and why the 
realisations may fall short of the Intent and purposes of the bill. In some 
cases this may be addressed by incorporating stronger language and 
requirements into relevant sections of the bill. In other cases our concerns 
could bs addressed administratively. 

We appreciate the opportunity given to us to present our views on 
legislation of critical importance to our nation's co mm u nities and citizens as 
well as to us professionally. 
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Chairman LaFalce. Now, Mr. Page. 

STATEMENT OF CHRIS PAGE, EXECUTIVE DIRECTOR, ECONOMIC 
DEVELOPMENT COUNCIL OF NORTHERN VERMONT, SAINT 
ALBANS, VT. 

Mr. Page. Thank you, Mr. Chairman. 

I am Chris Page, executive director of the Economic Develop- 
ment Council of Northern Vermont, in Saint Albans. I am here 
today to testify on behalf of the National Association of Develop- 
ment Organizations, NADO. 

Chairman LaFalce. Mr. Page, I remind you that the entire text 
of your remarks will be included in the record. I ask you to please 
summarize in about 5 minutes or so, if you could, so that we could 
begin the question and answer process. 

Mr. Page. Be happy to do that. 

I am pleased to have the opportunity to appear before you today. 
As the chairman has indicated, the copy of my text has been sub- 
mitted for the record. 

In addition to that, this morning we have delivered to your staff 
a summary of a specific program, the revolving loan program, and 
its effectiveness, which we hope to have entered into the record as 
well. 

Essentially what I would like to touch on this morning is the 
background of economic development districts and the effect that 
they have had in encouraging economic development in rural 
areas. 

Under the current EDA programs, economic development dis- 
tricts have been established throughout the country in depressed 
and significantly distressed areas to augment the services provided 
by local governments, to assist them in packaging economic devel- 
opment projects, and to work with private enterprise. 

In Vermont these programs have been particularly successful, 
for instance, in leveraging private investments, developing econom- 
ic development projects. One such project in which we have been 
able to link private and public participation is a regional dairy in- 
dustrial park. This industrial park was designed to put to work 
many of the skills that we have available in Vermont, many of the 
agricultural skills, that were not being utilized as family farms 
went by the wayside. 

This park today is the home of Wyeth Laboratories. They are 
currently building a $30 million structure. They will employ 150 
people using the agricultural base that we have in that county. 

We are here today to testify on behalf of H.R. 10 because we 
strongly believe that it addresses specific rural problems. It ad- 
dresses the need for facilities to aid rural communities. It addresses 
current poverty indication levels, the high incidences of poverty 
that we are seeing in rural areas. 

We are concerned that the payment in kind program that the ad- 
ministration has proposed, PIK, will increase rural unemployment, 
and we believe that more than ever H.R. 10 will be needed to coun- 
teract that effort. 
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Small cities in rural areas do not benefit significantly from the 
UDAG program. Statistics from the Department of Housing and 
Urban Development and the GAO will indicate that. 

We feel that in terms of effectively leveraging private dollars to 
put economic development packages together, EDA and any succes- 
sor to that agency is vitally essential. 

Finally, rural areas lack access to significant capital markets. 
And the addendum to my testimony that I have submitted to you 
today talks about EDA's revolving loan fund program and the suc- 
cess that that program has been in northern Vermont in address 
ing some of those issues. 

Like other areas in rural America, the expansion of local and re- 
gional economies has been impeded by this inaccessibility to capital 
markets. The six northern counties of Vermont, our population is 
about 105,000, are served by 12 local banks and some branches of 
major financial institutions, but restrictive lending limits and loan 
service areas often have been a stumbling block in coming up with 
reasonable financing packages for economic development. 

The revolving loan fund, which was designed, as the Mayor of 
New Orleans indicated, through the comprehensive economic devel- 
opment strategy effort, is one that has been able to effectively ad- 
dress those problems. We found, and I think I make no understate- 
ment when I say this, that the economic development strategy sig- 
nificantly changed the whole economic development process in our 
six-county area. 

It brought together for the first time private and public sector 
participants in the development process and asked them for com- 
mitments as well as programs and plans and projects for future de- 
velopment. The result has been that that economic development re- 
volving loan fund today has a portfolio of some 26 loans, that it has 
leveraged for every public dollar that it spent nearly $7 in private 
money. And it has created or retained over 300 jobs. 

In many instances, we have found that the revolving loan fund 
program has made the difference between companies closing their 
doors and putting people on the unemployment rolls and keeping 
those jobs in place or expanding. 

We have managed to build a fairly significant export base in 
Northern Vermont, which was no small feat. Approximately 26 
percent of the funds that we have spent from the revolving loan 
fund program have been put into firms that now have export mar- 
kets. 

In addition, we have found that working capital is a significant 
need in rural areas. It is probably by far the most difficult sort of 
financing to attract. Lenders that are willing to loan money in 
rural areas want fixed assets. They want that collateral they can 
put their hands on, and they want someone to take a subordinated 
position to provide that firm with working capital to insure that it 
will make it through. 

We have taken that role. It is a role that the board of directors of 
the revolving loan fund of the district at large and of the communi- 
ty indicated we should play. 

In addition to that, we feel that the revolving loan fund does deal 
with reality. It deals with the small businesses that are the core, 
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^ that were identified in our economic development strategy as being 
1 the job-creating base of our district. 

H.R. 10 provides for revolving loan funds. It provides for tradi- 
' tional public investment in infrastructure. Those are funds that 
1 rural areas cannot easily come by. Those are provisions that need 

to be maintained. 
1 We are not here today to indicate to you that we think that the 
1 EDA program was perfect in every way. There always have been 
1 losses in Federal programs. There have been failures to achieve 
1 goals. 

We firmly believe, however, that EDA has a significantly profit- 
able track record, and I use that word "profitable" because that 
bottom line, those jobs, those tax dollars that come back to our 
communities, those are profitable. Those moneys are turned into 
rebuilding infrastructure and maintaining tax bases and creating 
jobs. 

In conclusion, we have worked effectively with EDA programs. I 
think we can continue to work effectively under the provisions of 
H.R. 10. We support H.R. 10 because it seems to me to meet the 
basic needs of the last, less-affluent, small communities that NADO 
represents. 

The bill addresses the needs for physical and institutional im- 
provements in the public sector and, in addition, it will provide 
capital for private business developments. 

On that, I would like to conclude, and I stand prepared to answer 
questions on economic development districts, the revolving loan 
ftind concept or any others that you may have, Mr. Chairman. 
I thank you. 

Chairman LaFalce. Thank you very much, Mr. Page. 
[Mr. Page's prepared statement, on behalf of the National Associ- 
ation of Development Organizations, follows:] 



Digitized by 



Google 



98 

Prepared Statement op Chris Page, on Behalf or the National Association or 
Development Organizations 



STATEMENT BY CHRIS PAGE, FIRST VICE PRESIDENT, ON BEHALF OF THE NATIONAL ASSOCIATION 
OF DEVELOPMENT ORGANIZATIONS BEFORE THE U.S. HOUSE OF REPRESENTATIVES COMMITTEE ON 
BANKING, FINANCE AND URBAN AFFAIRS, SUBCOMMITTEE ON ECONOMIC STABILIZATION APRIL 11. 
1983 

INTRODUCTION 

Mr. Chairman, members of the Subcommittee on Economic Stabilization, I am Chria 
Page, executive director of the Economic Development Council of Northern Vermont with 
offlcei in Seine Albans Versont. I am testifying today on behalf of the National 
Association of Development Organizations (HADO) . 

L an pleased to have the opportunity to appear before thla Subcommittee to discuss 
H.R. 10, the National Development Investment Act and economic development programs which 
are so Important to my region and o there throughout the country. 

NATIONAL ASSOCIATION OF DEVELOPMENT ORGAN! gAllOHS 

The National Association of Development Organisations waa founded in 1967 by a group 
of economic development die trices to promote development in small communities and rural 
Areas Today out camber* ire multi-county planning and development organizations and 
other state and local agencies which help local governments end the private sector work 
together to creete end retain joba. 

ECONOMIC DEVELOPMENT DISTRICTS 

Tot thousands of communities development district stsffs provide the only professions! 
assistance to governments, businesses, and ltlzens in the field of economic development. 
In this time of economic recession, districts are needed more than ever. 

By working cooperatively through economic development districts, local government! 
and the private sector can maintain end create jobs with a minimum of control from Washing re 
and maximum local participation. The district approach to job creation has developed 
a partnership between local governments and the private sector which is exactly what 
the Administration is supporting. 

I would like to quote what a consultant's study of EDA district planning program 
said: 

" The most Important impact districts have accomplished has been serving as a 
catalyst to make political and business leaders realise that economic develop" 
ment la a rocees chat they can and must have Influence that process to 
ensure it occurs at levels adequate to meet the economic needs of their area, 
end that the process proceeds more efficiently and frequently when the public 
and private sector work at it together In every district there were accomplish- 
ments that would not have happened without the 301b program." 

Clearly, economic development districts have become an essential part of the In- 
stitutional structure in much of rural America. Without district staff assistance, many 
small communities would be worse off than they are. 
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We are pleased that H.R. 10 recognises this fact by providing funds for tha "in- 
stitutional infrastructure 1 ' Dacaeaary to support salf sustaining economic development. 

* 

There 1b li tele doubt that Buch of our ns clan's axis ting physical infrastructure 
needs reconstruct ion, rehabilitation, or repair It la indeed unfortunate Chat the 
"ay a tea" did wt provide for better maintenance and Ensure that replacement funds would 
be put aside over the years. What vs ars now experiencing In the guise of s physical 
infrastructure "crisis" is really only the result at institutional fiUurt. 

Without au Adequate institutional infra structure appropriate £iscal planning, 

budgeting, and expenditure po Lie lea included — we ere doomed to repeat such physical 
crises on a cyclical basis* Ve believe the Development Investment Strategy In H.R. 10 
offers an opportunity to deal with the need for coord ins red development of public and 
private capital facilities on a life-cycle cost bsais. The need for investjnnt strategies 
is particularly important in rural areas where both public and private resources are 
scarce, 

MURAL DEVELQFHEHT PBflELEHS, KEEPS. ISSUES 

Sosk rural areas are growing while others continue to decline. THe 1980 decennial 
census shows that population in rural regions rose by 15.4 par cent between 1970 and 
1980. The Increase hss placed new burdens end pressures on local governments • the demand 
for services is up» and the need for new Job* ia evident, fit. recent U department of 
Agriculture study has, shown that many small farmers are able to keep their farms because 
of outside Jobs The availability of jobs, according to the study is the most serious 
economic problem for smmll farmers- Despite growth in certain regions* there is a lack 
of employment and opportunity in other rural areas. Consider these facts: 

o Over-Specialization by Economic Sector- Rural areas are often more dependent 
upon one or two economic activates far the majority of employment. Dominant 
activities vary from one area to the next Mining, agriculture, forestry, fishing, 
and tourism are the usual major employers. 

o Isolation- Rural areas sre often more physically and culturally isolated from 
major markets. Examples include the fact that rural manufacturing firms may 
not be as aware of changes in consumer habits as firms closer to major consumer 
areas. 

o Transportation- Many rural areas lack the air and rail facilities to attract 
and hold business. Adequate transportation facilities are not only absent in 
many rural areas, but others like secondary highways and bridges are poorly 
maintained due to a lack of funds. 

o Unemployed are Exported- Unemployment figures for rural areas are often misleading 
because the unemployed leave the Labor force , if not the area, after a period 
of unsuccessful job searching. Youth outmigratiou is still s problem. 

o Small Community tax Base Makes Debt Financing. Difficult- Rural communities 
often lack the ability to build public facilities to attract business on their 
own. The small tax base of many rural communities prohibits any expansion of 
existing utilities without outside help. 
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Of Importance to many small towns and rural araas is tha fact that many 
small banks have been selling off {liquidating) their tax-exempt band portfo-icj. 
Small banks have been disenchanted with to* -exempts aince their federal tax bracks 
was reduced by the Revenue Art of 1979, Beginning In 1979 , their tax rate was 
changed to 7.1 per cent an the first SIGO.OQO of taxable income, rather than 
the first $2 5,000 the effective result ha a bean that banks with assets between 
$5 million and $20 million have enjoyed tax reduction (from 48X to 22X) which 
makes tax-exempt hoods Leas attractive investments. la addition, the Tax Equity 
and Fiscal Responsibility Act of 1982 imposed corporate minimum tax on banks. 
Now they may deduct no more then 85 per cent of the interest cost of carrying tax- 
exempt bonds (i.e.. interest cose on debt Incurred /con tinned in order to purchase 
tax-exempts). This reduced the effective yield (return) for banks on tax-exempt? 
by approximately 55 basis points (o.55 per cent), further decreasing their 
attractiveness. 

Historic Demand Shove Greater Need in Rural Areas for Baaic Facilities Aid- Ratal 
areas have historically sought different types of federal assistance than urban 
areas* In 1978, non-metropolitan areas received $i9 wore per capita in community 
facilities assistance, $40 aore per capita in business and Industrial development, 
and $21 mora per capita In natural resources outlays than urban areas Urban 
areas received $224 more pet capita in defense contracts. $66 more per capita 
In housing, and $33 per capita more In transportation. (U.S. Dept. of Agriculture, 
1980.) 

Poverty Indicators rtlgher for ttural Areas- According to the White House Rural 
Development $aclt ground Paper "Social and Economic Trends In Rural America": 

1. Incidence of p ovary is significantly higher in rural areas than in urban 
areas (35 per cent of nation s poor are rural). 

2. Rural people experience poorer health then urban people. Also, there is 
a shortage of health services and medical care in rural areas. 

3. incidence of substandard housing continues to be more than three times as 
high In rural areas as it is in urban areas. 

4. per capita income in rural areas lags behind the national averages for per 
capita income. 

Rural Areas Lack Capital Markets- A February, 1981 study done for the U.S. 
Department of Commerce, "An Empirical Analysis of Unmet Demand in Domestic 
Capital Markets in Five U.S. Regions," reported: 

1. Unmet capital demand is highest in rural areas. 

2. Small firms have the most difficulty obtaining capital, and 

3. Independent firms are at a disadvantage in capital markets. 

Payment- In-Kind Program Will Cause Rural Unemployment- USDA's Economic Research 
Service confirms that the Department's crop reduction program based on payments- 
in-kind (PIK) will add as much as three per cent to farm-related unemployment. 
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The withholding of 82.3 million acres from planting will mean shorter work weeks, 
lay-ofE and job elimination in agriculture-related industrial, affecting at 
least 50,000 workers. The program may cut farw-suppl ler revenues by $5.75 billion 
aa farmers' reduce purchassa of seed, fertilizer, pesticides, fuel znachinery, 
equipement* And direct services such as repairs. Ironically , at the esse tine 
farmeri r caah crop receipts may fall as such as $11 billion below the i 982 level, 
further reducing business incoaes in rural area a. The resulL nay be exacerbation 
of the adverse economic impacts already produced by lowered fan incomes during 
the past three years and two national recessions during the last five years. 

o CAP Confirms Small tltv L'I?Au Problems The General Accounting Office has documented 
che fact that UDAC^ellgibLe small cities with population a £ las a than 2,500 rarely 
apply and even nore rarely receive funding. Although eligible communities under 
2,500 population account for 79.5 par cent of the total, they account for only 
15.9 of UDAG awards and only 22.9 percent of UDAG applications, When they do 
apply, their success rate la only 37-4 percent compared to 65 percent for 
communitltes over 10,000 population. The reason offered for this situation are 

familiar little or no awareness of EJDAC on the part nf small town officials; 

a lack of interested private developers; a lack of staff capacity and technical 
expertise; a lack of private financing (e. difficulty in getting firm financial 
commitments and inability to leverage enough private Investment to make a competetive 
application) 

THE FSDEtAL JESFOWStBtLlTT 

The federal rcsponsiblity for promoting the economic welfare of the nation is little 
disputed- Difference 5 arias aa to the extent of responsibility and the methods to be 
employed in meeting these ob ligations* 

NADO bases its position on a recognition that all communities are not equally endowed 
with economic resources and that the effects of broad macro-economic policies do not 
fall evenly Across the land. In fact see abundance of in which federal policies 
benefit the economies of few relatively affluent communities at cost to others which 
have higher unemployment and lower household incomes (e.g. .procurement of major weapons 
systems) . 

We believe that the federal government has a responsibility to encourage. In fact 
to foster economic development. To fulfill this responsibility requires more than re- 
latively passive tax breaks which primarily benefit larger, more profitable firms. 

Our members are committed to working with Congress to see that an Improved federal 
economic development program is enacted and adequately funded We not only support passage 
of H.i. 10, but also support continuation of existing programs In the Interim. 

For the third consecutive year, the Administration has proposed a package of funding 
cuts which would adversely affect rural economic development. We are troubled over cuts 
In development programs which assist economically distressed non-metropolitan areas. 
The geagan plan would: 

o Eliminate the Economic Development Administration, 
o Abolish the Appalachian Regional Commission. 

o Substantially reduce the funding for Farmers Home Administration rural development 
loan and grant programs. 
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o Abolish the Rural Development Loan Fund, the Community Development Credit Onion 
Revolving Loan Fund. and other programs as elating rural development. 

If these budget proposal ■ are accepted by Congress, rural communities could no longu 
rely on the federal government for needed economic development assistance. And. as you 
know, few state governments are fiscally able to ill the gap* The result mould be a 
ripple effect (luce the federal programs tend Co he closely linked with privets sector 
Investment. In short program terminations end reductions In funding would effectively 
decrease the rate of growth in some rural area? and accelerate economic decline and emtaitt 
population loss In others. 

Federal programs to stimulate rural development have been cut slgnif icenxly during 
the past five years- prior to the Jobs hill <8.a. 1710), FmHA rural development progress 
had been out by about 78 per cent. They would be reduced further and folded Into a block 
grant to state governments if the Aimiotst ration hag lis way. With elimination at" EDA 
and ARC the federal government would have only a portion of the CDBG program. UDAG and 
SBA loan programs as Its active economic development tools. 

STATE AKD LOCAL FISCAL P0SHICN 

It 1* well documented that state end local governments are experiencing fiscal stress. 
In 1982, federal grants- In-* Id and corporate profit? tan accruals both declined for the second 
year running vhile sales tax accruals increased at a rate half of that in prior years. Dw- 
ell despite tax increases, state and local receipts increased by less than five per cent, yet 
expenditures Increased by nearly five and a half percent, despite widespread retrenchment. 
The result was the first sizable deficit in the local government sector since 1975. 

Cleerly, such gross figures mesa wide disparities Some state and local governments 
are reletively well-off in fiscal cerm while others are 'truly needy." At least sixteen 
states have experienced severe lags in personal income growth during the past two years. 
(Indiana, Nebraska, Iowa, Idaho Montana, Vest Virginia, North Carolina, Arkansas. Alabama, 
Kentucky. Michigan, Wisconsin, Wyoming, Oregon, Pennsylvania, Minnesota) 

THE NATIONAL uEV^LoFHEirr tmSTMEWT ACT 

* sec ia t i on "o"r"De vel o pment Organizations strongly supports enactment 
of H + R. 10 H the Nat ions 1 Development Investment Act end the Appalachian Regional Develop- 
ment Act Amendments of 1983. 

We are particularly pleased with the attention to development Investment strategies 
and the continuation of valuable roles for economic development districts. Our member 
agencies have established excellent working relationships between the local governments 
they represent end the private sector. Their efforts have led to increasing private 
investment t saving and creating Jobs In their regions. The district organisations are 
well equipped by experience to carry out the mandates of E,x. 10 and help their local 
governments to make effective use of federal aid to support private sector development. 

We strongly endorse the continuation of provisions for Infrastructure development . '■*• 
have raallzed for iome time thet little if any economic expansion occurs In regions 
lacking basic community facilities. Such places lack the resources to provide needed 
fee lllc Idas on their own. Federal infra* true cure assistance Is necessary to permit 
Che nation s most economically disadvantaged communities to compete with other more 
fortunate Jurladictiona in attracting and retaining private businesses. 
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However, a fifty per cent max lam federal share of grant rate will mean that the 
poorest rural communltites still will face great difficulty in financing infrastructure 
development. More appropriate would be a sliding scale of grant rates based on local 
economic distress and fiscal effort. Communities which are willing but unable to bear 
costs locally should be given an affordable opportunity to participate* as is provided 
to Indian Tribes. 

We also favor the inclusion of the revolving loan fund component of H.R. 10. Another 
contribution to alow economic: growth 1j the lack of capital for small businesses in non- 
metropolitan and rural areas. Beuka In many small touts have bean "loenad-up" with farm 
loana or have viewed small business loans a e unatceptabiy risky. The resulting lack of 
private capital and the inexperience of many smaU businesses In dealing with other sources 
of funds have led many small firms to close when they could have survived. 

The revolving loand funds established by many economic development districts have 
made long-term financing available to small Ixma This assistance has given many 
bus iaes t.113 the resources they require to renavau and expand their facilities and acquire 
new equipment. Clearly, federal financing of such revolving funds provides a needed 
alternative for small businesses. 

Again, however, the federal share or grant rate proposed is too low for the most 
distressed rural areas. Such communities will have great difficulty in raising half 
or more of the money required for viable revolving loan fund. A sliding scale attuned 
to distress and availabltlity of private capital makes sense. 

We also encourage the retention of existing Economic Development Adminsitration 
staff to implement the provisions of the National Development Investment Act. They are 
experienced professionals whose knowledge of economic development should be used to 
support state and local efforts. 

DE5IGKATION CRITERIA AMP BDHAL DISTRESS 

For the purposes of legislation aimed at stimulating or facilitating the creation 
of employment opportunities it Is appropriate to focus on employment -related criteria 
for identifying or defining economic distress ye should create Jobs where they ate 
needed, if possible However economic distress is evidenced by e variety of symptoms, 
not merely the official unemployment rate Nor does median family per capita income 
adequately reflect the nature of economic distress at the household ax neighborhood level. 
Such statistics are not perfect proxies for hidden unemployment and underemployment 
Statistics indicating the Incidence of poverty show that a eignif leant proportion 

households can be poor while median and per capita figures are skewed by a 
elsable middle-income group or a disproportionate number of high incomes- 

This is not to say that unemployment and income statistics should be ignored. It 
is Just that they do not necessarily reveal economic distress. 

We are particularly concerned about criteria for rural economic distress. The 
inadequecies of federal data collect ion and statistical definitions regarding rural 
areas have been well documented. Tor example, the National Commission of Employment 
and Unemployment Statistics explicitly recognized the lack of useful labor market indicators 
for measuring the adequacy of employment for rural workers. 
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We know that underemployment measures are mandatory for an adequate depletion of 
TiDnaietropDlican and rural labor market realities. We know that the exclusion of discouraged 
workers from the unemployment count has disproportionately adverse significance to the 
evaluation of rural labor markets. 

Rural areas have higher proportion of low-earnings occupations, unpaid workers 
in family ape rated eater? rise a. Involuntary part -time employment, low-return" self -employment, 
and casual, seasonal and migratory employment 

Statistically the employed Include unpaid workers in f ami ly-ope rated enterprise*. 
Also, smaller farm operators receive the great majority of their Income from nonfarm 
, yet when they lose their nonfarm jobs they are still counted aa employed. 

Additionally rural areas have Lower labor force participation rates and a higher 
incidence of poverty incomes, even among those who are employed full tti*. An adequate 
index of rural subeciplcynjene would have to include che household heads working full- 
time but earning incomes balow the poverty line, One approach would be to use the Bureau 
of Labor Statistics measures of "W and "U7 M to determine distress* "He" includes not 
only full time Job seekers, but also half of those working part-time due to lay-offs 
and simailar economic reasons and half of those seeking part-time work, the "06 u rate 
is base an the civilian labor force minus half of the part-time labor force. "07" Includes 
"U6" plus discouraged workers. Significantly, the differences are greater for rural America 
than for the nation as a whole. 

The bottom line is: if we are going to use an unemployment -re la ted statistic to 
define economic distress, we should do it right. We should not uae a biased criterion 
that ignores genuine economic distress In rural or urban areas or in one region or another, 
unfortunately, even if ve use an appropriate index for rural employment conditions, 
rural data collection has been notoriously inadequate. 

On another front, recent events have shown that we must be very careful about federal 
statistics regarding rural incomes. Due to data coding errors, the Census Bureau vastly 
overstated Incomes in many rural counties and small towns. When you are dealing with 
a small population base takes relatively few errors to significantly affect statistical 
indices such as per capita income. 

So, not only does per capita income mask significant poverty situations, but also 
the reported data is not necessarily reliable. 

Clearly, we would like to sea the designation criteria currently used In H.R. 10 
changed to deal more equitably with rural economic distress. At the same- time, some 
urban a teas facing similar problems would be treated more fairly. For example, if the 
criteria used in last year's H.R. 6100 (97th Congress, 2nd Session) were used in H.R. 
10, employment growth rate lag population loss would serve to qualify certain big cities 
as well as a number of rural areas. However, we do not believe that the criteria should 
be so loose that virtually any place can qualify. 

CONCLUSION 

NADO's members support H.R. 10 because it helps to meet the basic needs of less 
affluent small communities for economic development assistance, The bill addresses 
the need for both physical and institutional improvements in the public sector. In 
addition, it will help provide needed capital for private business development. 
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Chairman LaFalce. Now we will begin questioning. 

Mr. Campbell, I thank you for staying so that you could partici- 
pate in this. I think the first question I have is of you, Mr. Camp- 
bell. 

You have heard Mayor Morial of New Orleans, representing the 
U.S. Conference of Mayors. You have heard Mr. Bergman and Mr. 
Goldstein of North Carolina, Mr. Page from Vermont, National As- 
sociation of Development Organizations, who strongly support the 
need for this particular type of legislation, with a few caveats here 
or there. 

I would ask if you would have any specific comments you would 
like to make regarding any specific statements that any of them 
have made? 

Mr. Campbell. Thank you very much for the opportunity, Mr. 
Chairman. It is a pleasure to sit at the table with such distin- 
guished gentlemen. 

In terms of Mayor Morial representing the U.S. Conference of 
Mayors, you really couldn't have picked a better representative of 
America's cities, in some respects, because he clearly has had a 
turnaround in New Orleans. I am not going to take exception to 
his remarks. 

When you say specific comments, we have in the past worked 
with Mayor Morial to make sure that the projects contained in the 
Reconciliation Act were properly funded. We have no indication 
that any of the grant programs in New Orleans were not properly 
used, and he clearly cited examples of results with many of his 
projects, and I don't have any problem with that. 

I guess the basic concern that I have, having listened to the dis- 
tinguished representatives from North Carolina and Vermont, is 
that again you pick some outstanding areas for some success sto- 
ries, but I think underlying that success happens to be a vibrant 
business sector. 

I think that in North Carolina their Governor was in the lead in 
the State in terms of research and development, which is why in 
places like Raleigh, I believe they have low unemployment. 

Chairman LaFalce. But, Mr. Campbell, I think that the Mayor 
testifying on behalf of the U.S. Conference of Mayors and every 
other member of the panel testified for the need for an appropriate 
governmental role to make their strategies and their projects work. 
Clearly there is need for a local role and for a private sector role to 
match that governmental role from the Federal Government, and 
no one can quarrel with that. 

But I don t think we can say that there is no need for a Federal 
role by simply praising the excellence of the witnesses we have 
had. That doesn t seem to me to do the trick. 

Mr. Campbell. Mr. Chairman, what we are saying is this: There 
was economic growth in America to start with long before the Eco- 
nomic Development Administration. 

Mr. Stockman in his letter has clearlv indicated, and I whole- 
heartedly support — if you will allow me 30 seconds here — that this 
administration supported funding of the community development 
block grant program, the UDAG program. 

Of course, an urban program is not a rural program, so I don't 
know what Mr. Page is trying to say when he is saying that the 
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UDAG program is responsible to rural purposes. The community 
development block grant program does have a set-aside for small 
cities in it, and it is being used for that purpose. 

What we have to decide, and the reason that I went to such 
pains to point out some of the things that I did to you, Mr. Chair- 
man, early on, is that we do not want to see the success that this 
Nation has enjoyed in the last few years eroded in terms of eco- 
nomic recovery. 

I would submit to you today that we are headed in the wrong di- 
rection, and we talk about real world versus illusions. I think that 
if we want to see the unemployment in America reduced, we will 
at least come to gripe with the reasons why the people are out of 
work, and we will deal with the changes in our global economy. I 
do not see H.R. 10 as responsive, and this administration does not 
see H.R. 10 as responsive. 

The issue is not, in my respectful judgment, an issue between the 
role of the Federal Government versus local government It is the 
type of enterprise we are going to continue to have in America. 

This is a system, as you well know, based on capitalism and free 
enterprise. We are saying that we would like to see a reduction in 
the size of Government. 

First we would like to see a continuation of the President's tax 
policies. We would like to see a continuation of regulatory reform. 
We would like to see a continuation of economic recovery. 

Chairman LaFalce. I want to praise you, Mr. Campbell, for 
doing probably precisely what Mr. Stockman would have had you 
do: Parrot the stock lines and phrases with which we have all 
become so familiar. 

It seems to me that we share the goal of competing in a global 
economy. Nobody suggests that any one particular bill is the 
answer to it. The question is whether or not it is an appropriate 
piece in a total package. But let me go on. 

The Reagan administration has said that local and regional eco- 
nomic development should be carried out by the States and local- 
ities under the New Federalism. What has your agency been doing 
to help the States and localities take over this responsibility, much 
of the expertise for which has been in the EDA? 

EDA has been responsible for much local and regional economic 
development. Now, as I understand it, the New Federalism, you 
want to turn it over to the States and localities. What have you 
been doing to assist this transition? 

Mr. Campbell. Historically, Mr. Chairman, EDA has provided 
millions of dollars for capacity building in these areas. We have 
funded annually close to 500 different grantees in terms of plan- 
ning grants, representing a variety of State-local-regional jurisdic- 
tions. We have been doing that. 

We obviously have been expanding studies to support r e s ea rch. 
The incentives that are now available from each State to attract 
business have been categorized. A draft report is out showing that 
So we have aided in capacity building. 

I would like to say, Mr. Chairman, an area that I am not as fa- 
miliar with as I would like to be, but Congressman Roemer might 
be more familiar with, where we have seen results. Again, we keep 
leaning on the business sector and you probably are tired of hear- 
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ing this. It sounds like a broken record. And I am not here to 
parrot Mr. Stockman. I am here to support the policies of this ad- 
ministration. 

But I just feel that I would be remiss professionally if I did not 
express these views of the strength that does exist in the business 
sector and attracting those types of industries that are succeeding, 
because, again, we see the key link is in the training and the re- 
training and in the overall structure of our economy that will 
allow for the prosperity that we so badly need. 

Chairman LaFalce. Let me ask you one last question, Mr. Camp- 
bell, before we go on. 

There has been a lot of attention lately, I think appropriately so, 
on the great deterioration of the infrastructure of America. To 
some it has become a buzz-word, but nevertheless, I do think we 
have a problem with our public infrastructure. 

Hopefully we can use it without its buzz-word connotations, but 
there are an awful lot of people who believe that we don't even 
know how much so-called infrastructure we have or what the needs 
are for fixing it up, and that there ought to be an inventory made 
of our country's public facilities, what kind of shape they are in, 
what it would take to bring them to adequate use. 

Now, has EDA done any work on this? It would seem to me that 
it would be EDA's responsibility, if it is any entity's responsibility 
in the Federal Government. It would seem to me that it ought to 
be the responsibility of the Federal Government to catalog what we 
have and what our needs are, much as you catalog the incentives 
that the different States have that you just told me about. 

Have you done this? Do you plan to do it? Could you? 

Mr. Campbell. Mr. Chairman, in the past I believe EDA has 
funded some studies that were used when Pat Choate was here. He, 
I believe, was the author of "America in Ruins." I think there are 
some studies in that area. 

In terms of us planning to do it, we will continue to fund, as long 
as we are in existence, those agencies at the State and local levels 
who clearly have the capacity to undertake those kinds of studies. 
If that is in their overall development program, they can do it. 

Chairman LaFalce. This bill would permit the localities to do 
something just like that, wouldn't it? 

Mr. Campbell. Yes, it would, Mr. Chairman. 

Chairman LaFalce. Do you think there is a need for that? 

Mr. Campbell. In the context of this bill? No, sir, I don't. 

Chairman LaFalce. Do you think there is a need for it period, 
whether it is in the context of this bill or 

Mr. Campbell. Mr. Chairman, certainly there is always a need to 
have an inventory of infrastructure, particularly when one looks at 
the importance of that. No one is denying that. I certainly 
wouldnt. 

Chairman LaFalce. But this should be done without Federal 
Government involvement; is that your position? 

Mr. Campbell. No, sir, that is not my position. 

My position is that the budget for 1984 contains over $34 billion 
for infrastructure. There are other agencies that have funds that 
can allow for this to take place. 
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I don't see why it has to come through EDA. I think we have to f m 
have a limit as to what we can do. 

Chairman LaFalce. Which other agency do you think should be 
involved in this cataloging of the needs of our public infrastructure 
across the entire United States? 

Mr. Campbell. The Federal Highway Administration, the Urban 
Mass Transit Administration, Department of Transportation. 

Chairman LaFalce. They should do it all? 

Mr. Campbell. No, I don't believe they should do it all. 

Chairman LaFalce. Should there be any one agency involved in 
the coordination of all our infrastructure needs? 

Mr. Campbell. Mr. Chairman, I would say that that role ought to 
be carved out appropriately between different levels of government 

Chairman LaFalce. Well, who should take the lead on the part 
of the Federal Government, if there is to be some type of intergov- 
ernmental role — Federal, State and local — which I think there cer- 
tainly should be, who should take the lead for the Federal Govern- 
ment? 

Mr. Campbell. I am not prepared to respond as to who should 
take the lead. 

Chairman LaFalce. Mr. Coyne. 

Mr. Coyne. I have no questions. 

Chairman LaFalce. Mr. Bereuter. 

Mr. Bereuter. Thank you, Mr. Chairman. 

Gentlemen, I regret to say that I have not had a chance to look 
at the prepared statement of the gentlemen from North Carolina. 
In going over it as quickly as possible, I did want to thank you for 
your effort in being here. I intended to do that. 

I am well acquainted with the prestige in your profession of the 
department you represent. It is one of three I applied to when I 
looked for a graduate school clear back in 1961. 

Thank you for offering your effort. 

I would like a chance to get back to you if I have additional ques- 
tions, because I am sure your comments will be very helpful. 

I did look at the prepared statement of Mr. Page, and I want to 
thank you for the excellence of it. I think it is all too infrequently 
that we have someone who gives us testimony about the particular 
problems of depressed rural areas. 

I am especially pleased with some of the points that you raised 
in the parts found on pages 6 and 7, which relate to the designa- 
tion criteria for rural distress. 

I think the problems of unemployment rated statistics that you 
point out there are very real indeed. In many States, including 
mine, the people living in the greatest poverty live in sparsely set- 
tled rural portions of the State. They are often not eligible for 
assistance. 

I notice you make some reference to some changes you propose, 
or you endorse at least, in the last paragraph in that section. Is 
there anything else you would like to suggest, however, about 
changes in the eligibility section that might help us direct this as- 
sistance to those parts of our rural population that really need 
some assistance as well? 
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Mr. Page. I think at this point probably the recommendation 
that we have made here would have to be left to stand. It seems to 
be the best alternative of those that we have viewed. 

The eligibility requirements obviously need to be tightened. I 
think personally that rural areas have suffered because of a lax- 
ness, a laxity in eligibility requirements in previous EDA 
programs. 

Rural areas have the reputation of being very successful in their 
economic development efforts in using EDA money, and that I 
think is strongly in our case for using this money in the most dis- 
tressed areas. 

Mr. Bereutbr. But you would suggest that the criteria used in 
last year's H.R. 6100 are better or more appropriately addressing 
this issue than those in H.R. 10, is that correct? 

Mr. Page. Yes. 

Mr. Bereuter. Thank you very much, gentlemen. 

Thank you, Chairman LaFalce. 

Chairman LaFalce. Thank you, Mr. Bereuter. 

Mr. Roemer. 

Mr. Roemer. Thank you, Mr. Chairman. 

To the gentlemen from North Carolina, I have had a chance to 
both listen to your testimony and read your prepared text, and I 
find it fascinating, because to me you put your finger directly on 
the issue that gives me the most concern about the bill. 

I don't believe anybody on this committee would shy away from 
a statement that economic growth, improvement in the quality of 
life, a stronger country economically, are all our goals, but in your 
multi-page testimony, you seem to paint the following picture, and 
correct me if I am wrong. 

On page 3 in your testimony, Mr. Bergman, you point out at the 
bottom of the page, "Particularly valuable are the lessons learned 
about the risk of piecemeal project funding and the rote prepara- 
tion of symbolic" et cetera, et cetera. 

I emphasize two phrases, "piecemeal project funding" and "rote 
preparation." 

You follow that on page 5, at the top of the page, by saying that 
"Both lemon socialism and citrus capitalism are avoidable if sound 
advice and technical assistance is routinely available to local 
participants." 

Now, when I put those two statements together, I come to the 
following conclusion, that this bill, this $4 to $500 million a year, to 
correct unemployment in rural America, to help small communi- 
ties make every community be a Reston or whatever our goal 
might be in this bill, that this $4 to $500 million a year will be 
piecemeal project funding. Look at the eligibility. Look at the 
limits on funding. And you are concerned about that. 

Your caveat, though, is that we can avoid those pitfalls by plan- 
ning, by top quality local involvement, citizen group planning. 

Now my question is, Where is all this planning going to come 
from? Do you really believe that on a micro basis we can plan 
America's economy, that we can plan it from the grassroots up, 
that it is a logical role for the Federal Government planning in the 
local community, that maybe we ought to be concentrating at the 
Federal level on macro planning, places where the Federal Govern- 
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ment can make a difference? Enter national trade, for example, the 
promotion of the Sunrise industries instead of the Sunset indus- 
tries. 

Now, that is my problem with this bill, and I think that is your 
problem with this bill, if you would be candid about it. Your solu- 
tion is that we can plan our way through the pitfalls. Do you really 
believe that? How do we do that in my hometown in Louisiana? 

Mr. Bergman. Let me try a crack at that first. First of ally I 
agree entirely with what you have just said, and I don't think that 
our testimony on H.R. 10 should be taken as a testimony of faith 
that all the Nation's economic problems can be solved by good local 
planning. I don't want to indicate that, and I think we try to avoid 
that implication in our prepared statement. 

In fact, I would argue that to make this bill work we probably 
need to have both reasonable urban and industrial policies at the 
national level; so I don't think this bill by itself will stand alone. 
But taking it alone, and dealing entirely in terms of what Hit. 10 
attempts to do, we are saying that H.R. 10 won't even do what it 
attempts to do if you don't get the kinds of improvement which we 
propose. 

Mr. Roemer. And we agree. I agree with you completely, and I 
am saying it poorly and I apologize. I get a sinking feeling that we 
put the cart way before the horse in this matter, that an industrial 
policy for this country ought to be what we should talk about first, 
that there is a place for something like this, but not at first place. 

Maybe second or third or somewhere in the process. And I will 
digress in the minute that I have left to tell you that this commit- 
tee, through the leadership of its chairman, has had a series of 
breakfasts with learned gentlemen in the field of industrial policy, 
in the field of comparative analysis, our economy with the Japa- 
nese, et cetera, and the role of Government in comparative econom- 
ic analysis was very limited. 

Now, where Government stood, it stood strongly. It wasn't wishy- 
washy, it wasn't willy-nilly, but it was very limited, and you can 
take Japan as the leading example. There is no such program in 
Japan as this purports to be. There is a macro-economic policy* 
however, and I just leave you with the thought and my dilemma, 
that a micro policy like this, to lead off, is not necessarily in the 
small community's best interest. 

I thank you, Mr. Chairman. 

Chairman LaFalce. I thank you very much, Mr. Roemer, for 
those insightful remarks. I do think that it would behoove this sub- 
committee, if Mr. Page, Mr. Bergman, and Mr. Goldstein would re- 
spond to Mr. Roemer s remarks a bit more fully. 

Mr. Page. I think, Mr. Roemer, that at this point in time, ladl- 
ing a national industrial policy, lacking the kind of economic lead- 
ership that I think all of the Nation deserves, that H.R. 10 offers a 
substantial foothold in turning this economy around. 

We have found time and time again that local areas are capable 
of planning, that they are capable of planning their economic fu- 
tures, if they are given sufficient resources to do so. Once they 
have done their planning effort, they are capable of having a very 
significant effect on regional economies, statewide and regional 
economies, and if we have to start somewhere — and I fully believe 
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we have to start today— then I think it is good to start at the local 
level, because we can affect it and we can implement it and we can 
have the most positive impact in the shortest turnaround time pos- 
sible. 

Mr. Rokmkr. I know you believe that, and I accept your sincerity, 
I really do, and you might be right. I might be wrong when I rebut 
to say that the plan leads to the resource, not the resource to the 
plan, and that in our kind of society, the strength of it is that the 
most productive, the most incisive, the most together get the 
reward, and the trouble with this bill is that it doesn't promote 
those things. 

As a matter of fact, the gentlemen from North Carolina, on page 
3 of their statement, show what this bill could turn out to be if we 
are not very careful, "piecemeal project funding and rote prepara- 
tion/' It bothers me. 

Mr. Page. That is why I believe that it is important that the dis- 
trict operation be maintained, that that local involvement be main- 
tained, because we have never— and I think this is true of many 
rural areas — developed a strategy simply on a piecemeal basis. 

It has been developed with long-term objectives, and we have 
never designed a strategy to take advantage of those funds simply 
because they were there. 

We have designed strategies that we felt would be effective in 
turning our local economy around, and we have then negotiated 
with State and Federal Governments to participate in those proj- 
ects. 

Mr. Roemer. You are a wonderful and unique individual. 

Mr. Page. I think not unique. I may accept wonderful but I will 
not accept unique. 

Mr. Roemer. If you can tell me that your organization has never 
gone after the money, you stand alone in America. 

Mr. Page. I didn't say we had never gone after the money. I said 
we never designed a strategy specifically to do that. 

Mr. Roemer. I think you just said we never have gone after the 
money. 

Chairman LaFalce. Thank you. Let me share a few of my 
thoughts now. 

I have some ambivalent feelings about this legislation. I am not a 
cosponsor of it. Yet it did pass the House of Representatives last 
year, and it also passed the Public Works Committee by unanimous 
vote of each and every Democrat and each and every RepubMcan, 
and I believe the Senate is going to consider somewhat similar leg- 
islation. 

What are some of my concerns? Well, first of all I share a lot of 
Mr. Roemer's concerns. I think the Federal Government should be 
doing much more, and when he says macroeconomic as opposed to 
microeconomic, I think what he means is not that we should 
simply be concerned with overall fiscal and monetary policy, which 
we must be, but much more than that, that we must have— by 
macro I mean a Federal industrial policy or a Federal industrial 
strategy. 

One of the difficulties I am going to have with this bill is that it 
does give money to local economic development districts, and we 
don't have enough in the Federal Government other than simply 
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giving money. Yet we have to reconcile what our desires are with 
what the strategy of this administration is, and the strategy of this 
administration seems to be if you are going to have economic plan- 
ning, let it be done on a State and local level. And so, in a sense, 
this bill would attempt to mesh Federal programs with the New 
Federalism by giving money to lower levels of government, so it k 
somewhat of a compromise. 

Now, I have problems with it, primarily because of the fact that 
it just happens to mesh with the approach of the New Federalism 
that the President is espousing. I have other difficulties, too. 

I live with OEDP's, and I agree that the OEDP's did deal with 
piecemeal project funding. There was very often rote preparation. 

I am not against, necessarily, piecemeal funding. UDAG applica- 
tions in my judgment have been one of the possible successful eco- 
nomic development efforts of the Federal Government. They have 
been dealing with discrete projects. You could call them piecemeal 
funding. Not only has that not been bad, but I think it has been 
tremendous, certainly within my congressional district and across 
America. 

I do think I can say that but for the piecemeal funding made pos- 
sible by the UDAG program, we would not have the revitalization 
that is taking place in downtown Buffalo, downtown Niagara Falls, 
downtown Rochester, downtown New Orleans, and many down- 
towns across America. 

I can think of other EDA projects within my congressional dis- 
trict that have been excellent, that have been great success stories. 
I can think of others that have been great failures, where bad 
money was tossed after good. 

I am not sure that citizen planning, Mr. Page, Mr. Bergman, Mr. 
Goldstein, as you say on page 5, "sound advice and technical assist- 
ance" is going to solve the problems of limited socialism, capital- 
ism, whatever you call it. If there is a failing business in a commu- 
nity that employs 500 or 1,000 individuals, the local citizenry will 
suggest that good, sound planning would require that it be saved. 

Now, without the necessity, perhaps, of doing those things which 
are necessary to save it, I come at the problem a little bit different- 
ly, though. 

We have to promote our sunrise industries, but we have to pre- 
serve a great many of our so-called sunset — traditional — industries 
too. The question is how can we give and render assistance in such 
a way to preserve them in the future when they could be competi- 
tive on their own two feet. 

What concerns me in this bill is that we don't necessarily call for 
those quid pro quos, those concessions either, nor have your com- 
ments addressed that problem nor suggested alternatives. 

Mr. Campbell's testimony simply dismisses an appropriate Feder- 
al role, so I am dissatisfied with both your approaches, because I 
just think that something has to be done. We can't just simply say 
let us wash our hands of it, nor can we simply say: Oh, well, sound 
planning and advice will solve the problem. 

Where do we go? I am not sure exactly where we are going to go. 
That is one of the reasons we had the hearing, and we are going to 
have to give this a lot more thought in the days and weeks ahead. I 
would like to feel free to call upon all the panelists for their techni- 
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cal advice and assistance, if I may, on a totally voluntary nonpaid 
basis, so that we might be able to come up with a better approach. 

Those are all the thoughts I have, the only thoughts I have at 
this juncture that I want to point out, but before we conclude I 
wonder if any of the other members of the subcommittee have any 
final comments or questions they would like to ask. Bill? Buddy? 
Doug? 

With that, I would thank each and every one of you for your par- 
ticipation. Thank you. 

Mr. Campbell. Thank you, Mr. Chairman. 

[Whereupon, at 1 p.m., the subcommittee adjourned.] 
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ATTACHMENT 1 



external forces amd local perspective 

Capita mobility is the technical term used 
by policy enelysts to describe the movement of 
Industry from ana place to another, often bt- 
twen declining and growing local economies 
This subject baa recently become tonic of 
aider able research end policy interest at two 
lew La First reaaarchars have bean concerned 
with tendency of corporate force* and national 
policies to Foster polarization of local eco- 
nomic conditions; ill tin woe tment end plant shut- 
dn-ns In declining simultaneous vith rein- 

vest nent end plant relocation in growing ere si- 
Second, the 1 era ted pace of diBinnitstnt- 

re investment since the mi d- Be venties he,! begun 
to be identified serious problem for both 

declining and growing i 



one could argue that local economic 
development planning aa a field has became newly 
prooLinent during this period of rapid economic 
dislocation* Th* burgeoning literature on local 
economic development planning during the 
ties era of Stagflation, recession! and wuni- 
cipal f iscal crisis attests to a strongly felt 
need by planners to help guide the development 
qC the if local economies The American Plan- 
ning Association's recently established Economic 
Development Division haa become notable for its 
rapid growth and for overflow crowds attending 
its sessions at recent APA conferences. 



Still absent, however, is a coherent sense 
of how a planner undertakes economic development 
from the per spec tivs of the local coi*»nlty end 
its well-being rather then, in response to 
national corporate imperatives The extra- 
ordinary displacement of local for federal per- 
spectives has been axgued by Yin I960) In terms 
of loca program agency Structure and by 
Bergman 1901) in teres of forfeiting eraawide 
planning for piecemeal grant smans h ip , the im- 
mutability of national corporate relocation pat- 
terns was srgued by the President a CosmUsaion 

19(101 which Identified the role of local 
OSd.es as an obliging accommodation to the 
national trends Even within states, local gov- 
e rnm enta to play negligible — or At beat 

responsive — role* in state level industrial de- 
velopment programs' ( nedwond 1978> Luebke, 
i and Risberg 1979). 



Yet the need for local economic planning 
has never been greater. Local planners may be 
the only force willing to corns to grips with the 
rapid and wrenching changes in their local 
economies brought about by external forces. The 
time haa c orns to identify approaches to economic 
development planning from a truly local perspec- 
tive. 

The remainder of this article will sketch 
the disparate patterns of economic change in 
North Carolina communities and then outline the 
options available to local economic development 
planners. 



SOUTHERN ECONOMIC GROWTH AND CAPITAL NOBILITY I 
THE CASK QT WORTH CAROLINA 

XcoDomlc vitality in North Carolina is so 
widely assumed that future expectations of 
growth go -undisputed, rot example, the North 
Carolina State Pi vision of Policy Development 
recently releaaed its wotltpooX for local eco- 
nomic planners. The document's familiar pro- 
ject lone of economic growth fro*. l^gfl-UOOQ in- 
clude 940,000 Jobs and end 3% annual rise In 
per capita income M*C, DiVillon of Policy De- 
velopment 1901 pp. 11-1* The workboofc sati- 
matei that 90i of all new Jobs wil be formed 
outside the traditional agriculture end manu- 
facturing industries fully three- fourth* of 
growth in Ttorth Caroline !• to he found In the 
population- serving industries of urban arees. 
Each of the expected growth rates exceed* 
national averages, but growth Will not OCCUf 
uniformly in all industrial sectors , Manu- 
facturing will employ 204 of all worker! by the 
year 2000 down frow J 4* in l*?0 and some in- 
dustries will reduce employment by substantial 
amount* (particularly tobacco, food, textiles, 
apparel and wood products) After reviewing 
these projections observant columnist of- 
fered the following comments. 



...The problem is current, end it 
doesn' hold implications just for the 
coming generation but for today's Tar 
Heels. 

Ecbard M. Bergman is Associate Professor in the 
UNC Department of City and Regional Planning, 
and teaches Local Economic Development Planning. 
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The newspaper stories continue to 
e tar tie as they filter in fro* loca- 
tions across the state: a hundred or 
so jobs lost here i a thousand there. 
Those are not temporary layoffs, but 
signs of a basic change in North Caro- 
lina's economy. 

The headlines out of Laurinberg, Shel- 
by, Salisbury and elsewhere as long- 
established textile firms change plans 
and methods are not about the future. 
They tell of today's North Carolinians 
who are finding their lives disrupted 
by change they are not prepared to 
cope with (Noblitt, October 1981). 

These comments give local meaning to the re- 
search evidence which analysts studying 
"Sunbelt-Snowbelt" capital mobility have pro- 
duced. 1 More specifically, Bluestone and Harri- 
son (I960) have observed in the Dun & Bradstreet 
data a tendency for some southern states to be- 
have like northern states in terms of net em- 
ployment loss. North Carolina seemed parti- 
cularly susceptible to net job losses during key 
periods in the 1970s. Heavy industrial concen- 
tration in textiles, apparel and furniture 
places the state in a vulnerable position during 
periods of inflation, business cycle decline and 
stagflation since these markets are highly de- 
pendent on the health of the h om ebuilding and 
automobile industries. The state's economy is 
also affected by the secular trend toward "off 
shore" operations as textile and apparel manu- 
facturers seek lower labor costs in developing 
countries. 2 

These trends of capital mobility and plant 
shutdowns in North Carolina industries illus- 



trate the range of circumstances which local 
economic development planners must deal witht 
industrial growth in some areas, industrial ds- 
cline in others. The logical questions focos as 
the amount of growth, the amount of decline, sad 
specific locations. 

Table 1 presents evidence of manufactories 
employment changes for the 1977-79 period. Tea 
points are particularly noteworthy. First, at 
least 14,915 manufacturing jobs in 42 counties 
were lost over a two-year period*, 77 percent of 
which are in textiles and apparel, the two most 



1 The current literature of capital mobility sad 
public policies is primarily focused on northers 
0.8. cities and regions where industry loss is 
greatest. The understandable attention paid to 
these areas tends to reinforce the familiar bet 
ssssntially misleading view that planning for 
industry loss is solely a problem for Smewbelt 
areas and that planning for industry gain is th» 
sole preoccupation of Sunbelt regions. That 
regional dichotomy is useful to the extent that 
it reflects very general tendencies toward en- 
even development, but it uncritically leads oas 
to simplietic policies and avoidable "sectional- 
let" division (Shaul 1981). Zt ignores the 
reality of substantially sound local economies 
which can be found in the heart of the Snowbalt 
(Goldstein, Bergman and Paulson 1981) sad ths 
extraordinary flux of growth and loss in tunbtlt 



* Some loss trends in textiles may stabilise das 
to ^industrialisation of that industry with ssv 
technology from textile-related capital goods 
industries (the latter principally instsnoss of 
foreign direct investment; Leigh-Preston 1979). 



TABLE 1: JOB GROWTH AND JOB LOSS IN SELECTED MANUFACTURING INDUSTRIES 1977-1979 

Closings/Layoffs 
Percent 

1.3 
2.2 
3.3 
3.3 
6.3 
0.7 
0.6 
0.2 
0.6 
0.5 
1.3 
0.8 
0.6 
0.4 
0.1 
._ _ _ LJ 

1 Source: H.C. Bureau of Employment Security Research. 1977, 1979. Ineured Employment snd Wags 

Payments Annual Summary . Raleigh: Employment Security Commission of North Carolina. 

2 Source: N.C. Business Assistance Division. 1978-1981. Plant Closings and Permanent Layoffs 

In North Carolina . Raleigh: N.C. Department of Commerce. 



1977 


Net Job 


Growth l 


Industries 


Job Lose: 


Employment (4th qtr.) 


Number 


Percent 




Number 


41,655 


2,904 


6.97 


Food 


- 561 


30,080 


-3,594 


-11.95 


Tobacco 


- 676 


256,150 


-2,222 


- .87 


Textilee 


-8,548 


87,216 


- 619 


- .71 


Apparel 


-2,898 


33,367 


2,834 


8.49 


Lumber 


- 210 


81,489 


1,345 


1.65 


Furniture 


- 580 


21,855 


- 569 


-2.60 


Paper 


- 124 


37,661 


1,109 


2.94 


Chemicals 


- 64 


22.227 


2,436 


10.96 


Rubber, Plastics 


130 


16,970 


1,905 


11.22 


Stone, Concrete 


- 80 


38,141 


8,721 


22.75 


Non-Elec. Machinery 


- 512 


45,978 


10,459 


22.75 


Electric Machinery 


- 300 


10,465 


3,733 


35.67 


Transportation Equip. 


- 150 


10,341 


899 


8.59 


Inst rumen te 


- 39 


60,586 


5,410 


8.92 


Other Manufacturing 


- 53 


794*181 


34.410 


4.38 


All Industries 


-14.915 
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vulnerable Industrie*. Second, to ovmcgw the 
los* of 14,915 jobs and eleo r*gl*t*f a nr-t 
statewide gain of 34,300 manufacturing jobs, the 
■tata'a other manufacturing Industries had to 
grow by at least 49,215 jobs. 

Thus, on average, job growth In tba atata 
outpaced job loss by a three-to-one margin. As 

Table 1 clearly iflQi'l, tM i«tut growing in- 
dtutxLfli In reel and in percentage tarns ara 
non-4 Lsctr leal machinery (SIC 35 alactrlcal 
machinery (SIC 161 and transportation aqolpnsnt 
{Sic 37 together, thay accountad for 65% of 
not job growth. 

Tf.t taaits facing aconoaic davalopnsnt plan- 
nsra would be far smpler if three jutoi w*re 
gained In the lam* communitica wtw#re aach job 
was lost, particularly if the actual job loaera 
— and not in migrant a — war a tired for tha now job 
opanlngs. However, growing Industrie! are not 
necessarily locating LA the placee with declin- 
ing industfiee. To half viaualite the potential 
for areas to experience virioui mixne of loaa 
and growth, Table 2 presents mim i r r statistics 
by gsnsral types of area in the atata. 

Recent manufacturing loaaea are clearly con- 
centrated Ln emal town* and nunmetropoliten 
cdnntitl ft tha mountain and coastal region*, 
while maufacturxng job oaina predominantly 

in met-ropolltan count lea or the Piedmont. 
Metropolitan Piedmont gaina are particularly 
heavy for SICa J5 36 and 37 which the 

state' fastest growing indutrlii. The** dif- 
f*t*nce* illustrate the of job lot* 

anil job gain at genacal Level* of area defini- 
tiOB> This in turn points to th* likelihood 
that particular communities across the atata 
will experience wide range of aconoaic cir- 
cumstancea in the near future. Different cir- 



cumstance L-all for JirJerent *p F roacne*. even 
ln S "Sufthelt" etate. Planner* in ««■ likely 
to experience rapid economic growth will have to 
deal with d*v*lopm*nt issum* similar to those 
which ?aay accompany rapid expansion of the 
microelectronics industry (Whittington, ad* 
1981i HC iwSlfluT , vol. * t No. On the other 

hand, planners in major job los* area* of th* 
stats must consider an entirely different range 
of options and statsglas ( R obi n son 1981 i 
oulst 1981). 



STYZJE8 OP LOCAL ECONOMIC 
DSVKLOPMBMT PLMIMZNG 

Tha earlier part of thie article takes note 
of two condition* which affect local economic 
development planner*- First are presaurea 
exerted by federal policy and corporate mobility 
to substitute external nee da for local nee da in 
th* proe*S* of developing Local economies* 
Second is the realization that local economies 
ecroaa the state are affected differently, .*., 
sofas h*ve growing Industrial sec tore while 
other a experiencing industrial decline. 

What, then, ere the effect* of these conditions 
on poaaible styles of economic development plan- 
ning? 

Before thia queatlon la explored more fully, 
a style of planning will be aaid to conaiat of 
aevaral eaaential faaturea grouped under the 
broad headinga of planning, policy and develop- 
ment. The** featurea are: 

A. Planning 

1. Model of Planning practice (orienta- 
tion of planner) 

2. Auspicea for planning (agency or 
institutions! setting) 



TABLE 2: RECENT MANUFACTURING JOB LOSS 
AND JOB CROWTH BY AREA 1977-1979 

SIC 35-37 

Loaa Cain Cain 

Beftion (Total} 

Mountain Counties 
Piedmont CounCie* 
Coastal Counties 

He trope 11 tan (To Call 
Kecro Count lea 
Non-Metro Counties 

Urban Had Areas (Total) 100Z 100Z 100X 

50,000 and over 18Z -* 

10-50,000 341 

Under 10,000 48Z 

Total Jobs 14", Mi 3 4,751 29 , 06 1 

•Stat 1st tc unavailable on place df work 

bsaia For urbanised 
Sources: U* Bureau a J the Census 1977, 

1979 . County Buatnesa Patterns— H.C. 



100* 


1001 




18Z 


18Z 


9Z 


49Z 


64Z 


79Z 


33Z 


18Z 


12Z 


100Z 


100Z 


100Z 


35Z 


60Z 


70Z 


65Z 


40Z 


30Z 



B. Policy 

1. Industrial Policy in locality 

2. Labor Policy in locality 

3. Enterprise Policy in locality 

C. Development 

1. Intervention model of 
i up 1 emen Cation 

2. illustrative development projecta 

If the*e essential featurea are elab- 
orated for both growing and declining Local 1- 
tiea 4 we are able to isolate atyltatlc esria- 
tlona which due to difference* in local eco- 
nomic Conditions- TO complete our examination * 
ws will sssuas further that localities may adopt 



3 Thsss estimated lossss ere undercounted. Not 
counted are the small plsnt shutdowns or job 
loaaea in remote parts of the atata which escape 
the attention* of newapspsrs or tha clipping ser- 
vice used by the N.C. Department of < 
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one of two perspectives : rMjBMl»fM»i to ex- 
ternal need* or responslu«nes* to local public 
needs, tor reasons KBtiontfl wrllcf, re- 
arvniivanfttl to aitternal n**d* charicttr lie* 
■UCh Of prevailing practice, and Local rr- 
ipqnil«intu ia identified with flH^i^ (or 

latent* practic*- This sets th* tM^e far pee- 
ing « typology of four distinct planning 
style*:? two prevailing atrial (1 *nd II) and 
two emerging atylea III and IV 1 for local 
vconoailaa which are growing or declining. The 
four at y lea ate laid out in Tabic 3 in clockwise 
order of their emergence- 

Style It Recruitment Planning 

Recruitment planning ia the traditional 
baa is for economic developaent used in growing 
areas- -suburbs end regions— to attract corporate 
expansion, Public involvement in thia style of 
economic- development planning is quite limited. 
In the vorde Of oft* obaerver, 

"For the pdii pert H r*»pon*lbility 
for guiding nav investment to 
locality ha* been perceived histori- 
cally as being in tha hands of the 
private see tor- -the province of tha 
local chamber of comma re* and tha ares 
development offices of the utility 
companies, the eajor railroad*, and 
banking institution*. For the local 
government to intervene overtly in 
those decision* that determine the 
nature and level of jobs the el* of 
econoaiic activity in the community 
would nave been viewed SS an unmlomt 
intrusion. (Hathantmn i^d, p. 3) 

Private sector vitality aid initiative tend 
to displace sKpressiona of local concern for 
explicit planning or policy asking- 6 

Pol idea aet Belated *ith thia atyle of eco- 
nomic development tend to function at the level 
of operating assumptions. Industrialization of 
the area la taken for granted aa obvioua policy. 



4 Most of the following diecueeion aeeumes the 
existence of a local sconoey which ie either 
growing declining* bait esny undeveloped sress 
tend to behave much like developed economise 
experiencing rep id decline 

5 A vsrisnt of these style* is die cussed in 
Bergman (1981b) end w*i also presented at the 
nmencan Planning Maori at ion Conference in 
Boston, April 1981. 

* Whether thie dieplacement of concern reeulte 
from business influence local politica is a 

question posed and discuesed by Lindblon and o- 
thers in Siegfried, 1980, pp. 239-324. For ad- 
vice about waya of gaining local public control 
over induatrlal recruitment, aee Redmond 1978. 



Tht* ie generelly lln,**d with a tacit under- 
standing t.hat industrial nation re* u Its free 
a corporate enterprise C*l cuius which reveal* 
the relative advantage* of adjusting invests***! 
In plente from one area to another, finally. 
th* implicit labor policy expects worker* who 
receive lower wages and social benefits for 
their families to subsidise eoDnceuc develepsent 
by reducing corpora ta labor and tex bills 
(Malizia ig76). A recent editorial posed the 
effects of this policy clearly t 

"In response to an inquiry fresi s 
business prospect, th* Stat*) (North Csr- 
ohnil DepartPent of Coamerce recently 
compared the pay of computer- operators 
in the banking industry in Minnesota and 
worth Carolina- cosusutar operatnra m 
.Minnesota earn en average of $9 an 

hour H those in north Caroline, ft. 40 
The difference, the department told its 
business prospect, amounts to a "savings 
in North Carolina of $5678 psr compotsr 
opsrstor psr ysar." (Gull lory 1981) 

Typical development model* include « wide 
srrsy of industrial inducements snd efforts to 
enhance the image of the are*' "business cii- 
mate" {Harrison and Kenter 1976 t mchmmnncr 
1980). Because It ia the moat familiar style of 
local economic development planning, variants of 
it can be found in nearly every locality, 
in declining economies which here been badly af* 
f acted by industrisl lossss (NCOSD 1977; 
Barnes 1976). 



Style IX : Impact Planning 

Impact planning ia a mote rsosnt modsl of 
practice which ia focused effort* to mitigate 
or reduce th* wot at effect* of industrial losses 
in local economy Although episodic **- 
perlenc** during th* Depression and again in tee 
recessions of tha 1950a established s oomosra 
for th* sf facts of plent shutdowns in soms com- 
SunltiS* formal economic develapment efforts 

not. conducted by looslitles until th* 
cessionary *Ude of the 1970s. Whet hma since 
become known a* "The Standard Policy Response* 
< Blue stone and Harrison 1980, pp. Id- IS hO* 
constitute* the sioft racogn i aah le public eector 
planning approach to economic development. Th* 
approach i* baaed heavily on th* continued 
*v* liability of federal program* fCTTA. EDA. 
COBG udag, FmHAJ and it operate* out of the 
local program emce* that win ivsoj h** 
Suggested to eirror the organisational 

structure and policy conosrms of thsir pStTOS 
fsdsral agenciee. 

The main sssumption underlying fedsrml ssd 
locsl impact policies is thst th*y r*fl*ct a 
basic responsiveness to external rsthsr than 
locsl nssds. Nhils fsdsrsl policies or* usually 
sxpliclt, locsl policies srs usually und e rst ood 
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Tab I* 3 
LOCAL ECONOMIC DEVELOPMENT PLANNING: 
PREVAILING AND EMERGING STYLES 

Prevailing Perspective: Responsive to External Meeds 



Crowing Areas 



Dec lining Areas 



Planning 

. Model of Practice 
. Auspices 

Policy 

. Industry 

. Labor 

. Enterprise 
Development 

. Intervention Model 

. Illustrative Project 



(1) 

Recruitment planning 
Business/industry development 
commission 

Industrialisation 
Money/social wage subsidy 
Corporate adjustment aaslstance 

Industrial Inducements 
Kelley-Sprlngfield 
( Paye ttevl lie. NO 1 



(II) 

Impact planning 
Program agencies(CETA,EDA,UDAG) 



Da industrialization 

Money, psychic, community costs 

Corporate immunity 

Impact program expenditures 
ILC Stelnthal (Roxboro, NC)2 



Emerging Perspective: Responsive to Local Needs 



Crowing Areas 



Declining Areas 



Planning 

. Model of Practice 

. Auspices 
Policy 

. Industry 

. Labor 

. Enterprise 
Development 

. Intervention Model 
Illustrative Project 



(IV) 

Strategic planning 
Economic planning ataff 

Induatrial integration 
Labor integration 
Neutrality 

Public- initiated development 
Unknown 



(III) 

Contingency planning 
Economic Development Department 

Induatrial stabilisation 
Producer resources 
Community based 

Community-initiated development 
Rath Meatpacking (Waterloo. I A) 3 



1 See Moriarty 

2 See Region K Council of Governments; Carlisle, et al 1978; Stein 1980. 

3 See Cunn 1980. 



implicitly as background assumptions. Still. 
few planners would have difficulty in recogni- 
zing local induatrial , labor and enterprise 
policies if stated explicitly. First, "dein- 
dustrialixation" is the industrial policy in 
these declining areaa. A firm' a need to cloee 
or gradually reduce operations in older, less 
profitable planta meana that it will withdraw 
production in certain areas, i.e., de industrial- 
ize. Thie policy is, of course, the mirror- 
image of industrialization policies for growing 
areas and merely restates the obvious. Second, 
enterprise policy is baaed on the locality's im- 
plied acceptance of risks associated with corpo- 
rate modes of decision making and investment be- 
havior. This acceptance of risk probably ex- 
tends back to a tacit acknowledgment that a 
corporation will not neceeearily keep its plants 
in places where it earlier relocated them. By 
extension — although it is increasingly contested 
in most local it iaa— this acceptance of risk also 
implies that corporations can later remove such 
plants and reinvest elsewhere without implied 
community obligations. Third, labor policy is 
based on the aaeumptlon that costs of absorbing 
local impacts will be borne primarily by re- 
leased workers, their familiee and, indirectly, 
by other workere in bueineeeee whose employment 
depends upon local wags purchasing power. Loss 
of wages, psychic and physiological distreee. 



higher tax burdene, greater social program ex- 
penditures and continued obligations to amortize 
industrial infrastructure era included in the 
costs which all workers in the community ulti- 
mately bear (Carlisle and Redmond 1978). 

Development activities are clearly implied 
by the term "impact planning". The typical model 
ia a program "triggered" by sudden, unexpected 
losses of employment and economic activity. 
Earlier experiences with impact programs were 
limited to effects caused by uncontrollable acta 
of God (declared disaater areaa) or the military 
(baae cloaing). National urban policy has since 
included a concern for reducing the local im- 
pacts of necessary— but equally uncontrolled — 
acts of corporate mobility. 

The programs aaaociated with such policies 
are generally targeted on particular a of the 
epiaode which trigger a program a apecific 
plant, workforce or impact area. The con- 
sequences of planning solely for impact effects 
are twofold. First, in complying with the 
national policy mandatea and program regula- 
tions, planner a are distracted from ef forte to 
plan for the coherent development of their local 
economies. Directives which specify criteria 
for triggers, targete and related aapecte of 
program grantsmanahip displace thoughtful plan- 
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nmg. Second, tn* plinntf* rols in redeveloping 
a local economy is placed in jeopardy when fed- 
Pr *l I unda at* wjthdfiwn i*m they appear to be), 
when localities longer Afford the cost* 

of stsndsrd iepect pro?™ Hdlll, whsn plan- 

ner • neve no altar utivi style of planning to 
guide them. 

There axe many impact program ef forte which 
local itiae have attempt ad that llluetrete thie 
sta.ge of pi arming. One instance in particular 
concern* the well -chronic led efforts of an 
economically distressed small town in the North 
Carolina Pieifeiont to deal gni a four year 
period with the estimated impacts of en expected 
plant shutdown Serr-Tar Regions i Council of 
Government 1977 \ an unsuccessful attempt to use 
eda. TLtle IX. funds to finance employee etock 
option plan buy-out of the plant (Car Hale, at 
a I 19TB) and the consequences of an eventual 
plent shutdown stain 1980 

Style III: Contingency Planning 

Contingency planning is an emerging style 
which grove out of tha ineffectiveness of unpact 
planning in declining and from an sware- 

ne*a that planning must anticipate impact* 
rather then react to them. A* plant shutdown* 
ami ad** re* economic impacts grow nor frequent 
and at economic development official a com* to 
recognit* Del scale of the problem. 
questioning of tha assumptions Which lie behind 
the reactive posture of the impact planning 
POdel ia inevitable* Since Impact planning re- 
spond* to epieodea of econosuc distress only 
after they happen „ actions taken seldo* fit into 
en overall plan lot the moreover r efforts 

undertaken to ungate these impacts pri- 

marily devoted to reduce the effects of corp- 
orate relocation* Some local official* hav* 
begun to question their paet reeponeiveness to 
corporate needs. Paced with the eudden ehutdown 
of two of three J.fr, Stevens plente in Great 
Palls, B.C., the mayor declared* 

Zt'e e firet class shaft r there 
wouldn't be no J. P* Steven* without 
Great Pelle end no threat Palls without 
J. P. Stevens. One's indebted to the 
other. They've kept all the industry 
out of here, owned ell tha land, mon- 
opolised the labor force end con- 
trolled thie town lock, etock and bar- 
rel. (XI lee 1981) 

Repeeted instances of impacts and many eecond 
thoughts by municipal officials quite likely 

to lead to chan gee in perspective which ravor 
economic development that is rssponslve to local 
n e eds. (See Carlisle 1978 for early proposal*) 

Since it too i* carried out in areas 
susceptible to plant closings and economic die- 
trese, contingency pleasing smut expect future 
d t e l o c etloa s from asternal forces which tha 



local area cannot predict or control i PUlirl* 
196 Tb I, breeze- local planners can not central 
sucn force* , they must adopt an anticipatory 
stance, ami begin to make advance plans for 
future highly probable events 7 Contingency 
planning can help mobilise an area's resources 
and itinerant capabilities to Reflect or accum* 
models impacts brought on by external force*. 
Contingency planning appreissS in advance tha 
strength of ell economic eectofS and anticipates 
proepecte for plant Shutdowns [TreaKmlet and 
Walker 1980 pUni potential economic re- 
development projects HuUm 1981a) and pro- 
vid.es community organisations and. litdcri with 
the information necessary to initiate local 
actions Bergman 1981c) 

To carry tneae tasks out effectively, ooa- 
tlngencv planning will probably be conducted out 
of local economic development department as- 
attached permanently to existing municipal plan- 
ning and development departments » The change of 
emphasis expects impact program planners to sore 
beyond their -grantemanship" skills. They suit 

apply theoretical end practical knowledge of 
how their local economy actually operates c ana- 
lyse key elements of that economy, and design 
economic redevelopment projects and policies 
which can be effectively Implemented. 
(Bendavid-Val tfftOr Kalis te 198 la J 

Under the contingency planning model, local 
policies toward industry lebor and enterprise* 
would respond to local need- Xndv* trial policy 
would etteept m stabilise industrial sector e 
with the long-term goal of protecting the 
locality 4 * economic hems Koommuc development 
plenmng is responsible for estimating what a 
~eu*t*in*hl* w level of industrial activity would 
be in that local economy* Knowing tha structure 
end linkages among the full eomplemsnt of re- 
maining industries, their likely tenure, new in- 
dustrial investment potential and the total meed 
for local reeourcee which can realistically hi 
provided, planners would he expected bo help 
local officlale devise industrial etsbi lire t ion 
policies geared to tha realities of the 1940s 
and beyond. 

The unavoidable loee of firms ia dscliaisf 
areas generally freea up employ*** Who aren't 
willing or able to relocate, including many at 
the managerial level A local labor policy 
Should go beyond typical measures of employee 
resettlement Of the marketing of unemployed 
laOor power to consideration of other posel- 
billtieSp Unemployed workers are slao Skilled 
people who possess f irst-hsad knowledgm of work 

7 another view of contingency pleasing poses 
the central issue as sa inability to predict 
contingent event e, sad etressss the assd to 
develop plans which take meal— advaataga of 
the opportunities which eoooapaay say crisis 
(Mel isle 1981b). 
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les, who olten *no« now to improve metnods 
luetion end distribution, end wfw oOCS- 
IT ui potential iuppU*ri of investment 

[»vini}B, pension funds foregone iim- 
etcl The relation of labor policy to 
tot* of productive ft*flui»i ian" likily 
overlooked if local enterprise poUcjf la 
HkSldsrsd simultaneously. If A policy for 
tmulstion of new enterpr 1 it* la developed 
takes explicit account of the producer 

held by labor it is quit* possible to 
Let vulnerable ucton in the local econo- 
arxsr-buy outs* enployae a toe*, opt ion 
producer coop* ca t ivea ♦ worxer-ctammnYlty 
rises, cceahjgilLy dave 1 opment corpo ra t lOna . 
wr innovative nviplti of effort! 
It decade to atabilne job-ioae economm 
rthy of close examination (Center for Cam- 
Sri r -Help 1981; Kelly 1976i Mehmood and 
1979.- :-*rdLinq 1978). 

»ce BLany of these approaches require early 
invQlveaent in the planning, financing 
alemencetion phases Local labor and 
M policies should be established before 
•d arises. Here again, economic flavelap- 
Lannexa axe expected to study th* concu- 
md circumstances which, account for 

that ban successfully ttebilixad local 
Lea. and peepers contingency plana for 
re* active involvement in each of the 



m development activities asaociated with 
aeacy planning include many at t-boae 
led previously *or Sty lea and II H but 
activities tend to be community- initiated* 
>t be said that contingency planning as 
asgan to eaerge only after common it y- 
:ed efforts demons t re ted a clear need for 
ktebUshed fir at an a device Tor minority 
to turciH economic power in otherwiae 
local economies, community economic dn- 
Int ha* gone beyond Ita early conceme to 
wgtUf-c iiinity initiated responses to 
thut-downa in the Local economy. 

•eiabllshment of UDI-CDC'a industrisl 
Durham, M.C. la example of a fad- 

funded effort,* and the extraordinary 

Of all concerned with the Worker 1 Owned 
Company in Windsor, Wort* cuallm dsmen- 

a broad baaed effort tn help atabUis* 
:il economy with minority -o r Its r- owned 
lexgaan Carlisle ana Redmond 1*74 1 

14SCI I One of the most embitloua and far 
lg attempt a to stabilise local economy 
le union members corporate stockholder* 
lagera, and public officiale In Waterloo, 
This remarkable ctjesninity- initiated st- 



ale has perhaps had greater success in 
>ing its park than in assuring that ern- 
i trust workers fairly* ass Triangle Com- 
for ■nnrxsalc Justios n.d. 



fort involves local planning ot feaalbllity 
aiLidiea and of two public revolving Loan (undi, 
worker a' planned purchSSS of Majority aharee in 
Hath Meet Pecking Company, worker a' decision to 
forego scheduled benefit increases* and major 
reinvestments at labor- based funds in modern 
equipment end production proceaaea under worker- 
manager control {Conn, 1980) 

Style XV i ttrstsglc Planning 

Thie etyle of planning would be the logical 
consequence of e growing area tnat adopt a a 
local perspective toward Iti economic develop- 
sent planning* Sincn growing itch by defini- 
tion do not experience earioua job Iobb they 
needn't nettle for United approaches of- 

fered by contingency planning. Arid since theaa 
local areaa nave adopted a local needa perspec- 
tive, they aren't restricted to planning the re- 
cruitment of corporal lone which wish to relocate 
now and perhaps again later). As used hers, 
the dictionary definition of strategic, nanus 
its si 11 tar y sense, provides all the eeeential 
els 



Utilisation of all of s [locality's] 
forcea rnrouqn large-scale, long- 
range planning and development to 

(success]." (Random House 1966) 



To help ensure the aucceaaful development of 
s stable and proaperoua economy, localltlee 
adopt e long-range view of economic development. 
This peat ore avoids the problem* occasioned by 
rapid, almost hapharard growth prevalent in 
growing areas. Zt also allowe the locality tisa 
to organise its capacity to plan for econoeuc 
developamnt and to properly bbb ssj as - data desir- 
able expanaion of the economic baae» Studying 
laaaona learned the hard way in other placss is 
well worth th- time It takea, even if local 
dub mean leaders bacon* bit impatient with the 
dell bents approach. \ long- tens view fostsrs 
open discussion and full conai deration of plans 
and policies which affect sll segments of the 
ity. 



Strsteglc planning slso neceesarlly entails 
a larga-acale effort to deploy available re- 
aourcee. Tola doea not saan heavy doses Of 
sumcipal expenditure or large federal Subsi- 
dies! in fact, it could reduce currant expendi- 
tures from all source a and lower the risks of 
heavy long-tare) public and Individual costs - 
Instead, large-ace le effort is . term which Im- 
plies that economic developamnt be considered 
objective for all ongoing aunicipal functions- 
The full set of regulations* t«X palsciei, pub- 
lic works and municipal program expend! turee 
should be framed with long-term economic de- 
velopment objectives firmly in mind. A 
strstsgic view of planning would put planners is 
particularly close touch with budgets* tax poli- 
cies, public procurement, expenditure patterna 
sad public finance. 
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no* eaeentlally managed With conflicting or no 
explicit policy direction, itr«tt<iJc f^mifn- 
tione would call forth * form of local economic 
pi a ruling. The Institutional setting Car this 
strategic guidance nniliti of local Kwoaic 
planning unit that id placed cioss to these 
going municipal function*. a. large scale, coap- 
rehensiv* approach boil* down to doing tb* 
a vary day buelnsa* of local pfirnaant with on* 
additional long-term objective firmly in Binds 
economic development, 

A policy of industrial integration falls 
logically into place with thia style or aoonomic 
development* Integration C*t*T» fir it to an in- 
herently logical and deelreble mix of industrial 
lectori, givsn local resources and other deter- 
mining factor* which economic development plan- 
nark and officials routinely *ppr*i** Tha Cull 
power* O* local government would also b* in- 
tegrated to prOVid* essential public support 
assistance , and meant iv** to preferred in- 
due trial sector** and to do so with dispatch and 
timely cooperation finally, the inherent 
strengths and vitality of bus in Be* industry 

group* (chambers of commerce private industry 
council* industrial development commissions) 
which comprise the eras' private aactor would 
be harneased propulslv* forcea in local eco- 

nomic development activities To draw on thia 
strength without also succumbing to its trsdi- 
tionai influence, local lti*s Mutt be prepared to 
negotiate openly with private sector inter ette 
on matters where business induatry involve- 

■ent la Critical, but *l*o be prepared to know 
where such involvement properly ends- 

How a growing locality preserve* ita public 
perspective on the ** long-tarm needs and 

reflects era re than the pressing concern* of the 
private sector is quaation of central import- 
ance A ■aunt' reflection the paa*iv*— but 
of tan data raining — role played by labor in 
traditional vtylae of economic development 
suggest! that labor policy may provide the an- 

LeboT in it oration aa a local policy would 
expect workers *nd their orga ni i a t Ion* (union*, 
professions, consumer group* etc to represent 
long-ran interest* in desirable type* of benefi- 
cial work and wage income a v« 4 labia in a locali- 
ty* and to do fro* direct under standing of 
the everyday realities °f working in modern 
baalna** enter pri«#a This representation miyht 
be "Integra tad' with that of bus met* group* and 
public officials in an economic development 
council or soma other trl-partit* adviaory 
framework. 



localities which adopt a local needa j 
tiva, For musty reasons — - ISC ludin 9 the role* 
played by local secondary achoola and colleess-- 
trsining policies deserve careful attention. 
work force auist of course hold reuuielts lsbur 
skills but training aught also provide worker 
ewarenes* of labor interest! in ecOoomic de- 
velopment iseu**, in productivity enhancement 
and innovation* and in opportunitiee for worker 
initiated enterprises* thus labor policy anti- 
cipates more activ* and direct involvement of 
the work force in economic development » 



Labor policy should also establish explicit 
position* concerning th* traditional aspects of 
local employment planning, i.e. the availabili- 
ty of Ubor job placement* job mobility, oc- 
cupational safety and training. These are poli- 
cy concarn* which supercede any particular pro- 
grammatic vehicle (eg. CSTA) or prevailing pro- 
gram modal (eg. human capital), particularly for 



Fin*Uy» localitlea would bs 1 
adopt a neutral position with respect to enter- 
prise type neutrality would mean that local 
government pedicle*, taxes regulations- -nearly 
all act* subject to local decision making— ■w oul d 
favor no enterprise form in particular- Thus* 
corporations, franchia* business, small busi- 
hllNI. cooperative* community-worker eraxer- 
priaae and all othsr potential forms of economic 
enterprise Would find themselves on equel foot- 
ing with respect to local economic development, 
Such policy Will doubt le»* require actions by 
local I tie* to reduce favored treatment to earns 
enter prisee end to increase it for others. 
Recent congressional mandate a to lb* Email 
Bualnuea Administration era a esse- in- poi fit at 
the federal levsl. Congress now requires the 
SBA to aaplicitly allow cooperative fona of 
enterprise to benefit from its program*! this i* 
s elmple example of the changes which local it i s* 
might need to adopt. 

The intervention modal pro p osed hare is on* 
of publicly initiated development. K vary 
active public role i* envisioned, one which 
orients many public actions toward economic ds- 
veLopment which attachaa sophisticated 
strategic planning function to appropriate de- 
partment e and agencies and whioh promotee in- 
tegrated policy poeitioni the part of smjor 
acta re. Thsrs is evidence that localities are 
considering the adoption of SOm* of thSM 
featuraa but no place Kes scopted a fully ds- 
veloped version of Styls XV economio develop- 
ment. 

Elaboration of Stylaa in the 19Ms 

The four stylaa wara discussed in the 
historical order in which they appaax. Their 
evolution has resulted in large part from ths 
increased velocity of capital mobility and ths 
attempts of localities to gain control ovar 
their fata, the Collective experience Of MSmy 
hundred* of local which work to develop 

their economies will become widely known tS 

economic development officials and plannere 
throughout the coming dscsda. That axpariamos 
will probably not resemble the pure etyliatic 
form* presented SSOV** It 1* unavoidable tnat 
perspectives which favor corporate and local 
naeda will exist slda by side in ths ssas 
locality. Similarly, nearly every area is corn- 
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or Gonx 

This Gold* is written to help citizens, community profeeelonalt and pub- 
lic offlclelt work together to improve the ec onom i c well being of people who 
live in Job- lose communities. It dlscmsees the way people can learn how to 
deal with the mein problems and opportunities which arise in these con- 
muni ties. Finally, the Guide refers the render to other useful sources of 
published information and direct assistance which are readily available. 
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CAUSE FOt CONCBIN 

Undcrsta ndlng Job Loss Effects on a Co— unity 

Mm Z the only one who haa noticed that oar area i* suddenly faced with a lot 
of plant shutdowns and permanent layoff*? I thought thi* only happened up 
Horth! 

Our community has alwaya boon a molid and mtablm placm to lira. What will 
bmcoma of it am more and mora local joba arm loot? What will happen to the 
familiaa of worker* who loat their job*? 

I* there moemthing we can do to avoid painful community adjustment* or to make 
mure that jobleaa worker* can he hired in other Industrie*? 

Thooo question* and many more are being acted by dtlsens In communities 
throughout North Carolina that aro experiencing painful job loaaoa. And well 
they should, for the harmful effects on workers, local business and community 
life have been well documented. Workers and their families become physically 
and emotionally impaired: serious Increases in mental illness, spouse or 
child abuee, divorce, suicide, weight change, hypertension, alcoholism, 
ulcers, and in blood preasure, cholesterol and uric acid levels have been 
directly associated with job loss. 

The obvious loss of Income and sevlngs elso presents a major financial 
crisis for jobless families, including the threat of having personal belong- 
ings and homes repossessed or the risk of an extreme loss in merket value of 
owned homes. Drastic reduction of Income available for purchasing food and 
all other family necessities lowers a worker's standard of living below 
accepted — sometimes minimal — levels. In turn, reduced consumer spending 
quickly shows up as lose of revenue for local business, some of which mey not 
survive. 

VI th less Income available to families and local businesses, the commun- 
ity's tax base shrinks at the very time that additional social service burdens 
are being placed on local government. The burden is particularly heavy if job 
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loss it due to the shutdown of a plant that once contributed slzeabls tn 
payments or that was provided with expansive public Improvement e such m 
severs, water systems or roads which the community must continue paring for 
with reduced tax revenues. 

If these sre the effects of job loss, just how widespread Is the problem 
In North Carolina? First, jobs In North Carolina continue to grow, on 
average, and job loss Is not a major statewide problea. But average job 
growth does not seen that new jobs are added to the supply of existing jobs 
everywhere throughout the state. Of the state's one hundred counties, 42 
experienced job losses In the two year period of 1977-1979. N.C. Department 
of Coaaerce figures for this two yeer period show that at leaet 15,000 jobs la 
91 establishments were permanently lost due to plant shutdown* or permanent 
layoffs. During that same period, total employment In the state grew by about 
35,000 jobs. So, for every three jobs gained In the state between 1977 and 
1979, one waa lost. More recent Department of Comme rce figures show that job 
losses are even greater In the 1979-81 period; 22,655 jobs In 80 eetabllsh- 
aents were lost, the majority of them (56Z) affecting 45 count lee In the state 
during 1981. 

Job loss would be much less a problem If three jobs wars gained In the 
same communities where eech job was lost, particularly If the local job losers 
were hired for the new openings. Instead of workers from outside. But, as *• 
will show later, some ereas In North Carolina which lose jobs do much better 
than others In gaining new jobs. Because job loss areas gain new jobs et very 
different rates end must therefore therefore approach economic development 
quite differently, this guide will elso distinguish among areas according to 
the severity of their job loss problems. 

CI t lien Culdence of Economic Development 

CI tl tens do frequently become Involved In matters concerning schools, 
streets, recreation, and all the other factors that affect where end how they 
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live. They are much less frequently Involved in setters concerning overall 
nployment end job opportunities in their locality. Most communities have 
traditionally counted on local businesses. Chambers of C o— t ree or the Stete 
to help stimulate tee expansion of good Jobs. But the persistent end eevere 
patterns of job leases In many North Carolina coenninltles suggest that 
economic development is becoming e major public issue in these localities. 

Recent studies show that decisions about whether new Industrial job 
opportunities are made available in e community and whether plents and produc- 
tion fee 11 It lea will expand or contract in the future ere actually made out- 
tide most communities. These decisions ere made by large corporations which 
own the plents sod which continuously consider alternative plant sites world- 
wide. Because local businesses and Chambers of Commerce have virtually no 
control over these external decisions, they too ere adversely affected hy joh 
loseee end can do little to evert or even survive them. The Stete' s indus- 
trial expansion programs can point prospective industries to needy communi- 
ties, but e firm can't be compelled to locate there if it chooses not to. 
Local buslnesemen cannot reverse the flow of dollars spent and invested else- 
where by successful residents who relocate to seek opportunity in growing 
areaa. Bor can local businesses with declining revenues offer young people 
from the community job opportunities with secure futures. (To learn more 
about the caoses of job loss and what other communities have done, aee Part A 
of Appendix. ) 

Does this mean that nothing can be done and that some communities must 
remain permanently stagnant, decline or eventually die off? Scores of 
communities throughout the country have anawered a qualified "no"! That is, 
co mm un ities can survive mad prosper if those most affected— workers, community 
lemders, email business owners— are willing to tske an active role in th# 
economic development of their ares. Such a role goes much beyond voicing 
concern through familiar forms of "clttsen participation" and gets more to the 
nature of what might be called cltlsen guidance. 

-3- 
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A Potent Partnership of dtlsens gad Co— unity Profooolooals 

Citlsen guidance is e term which refer* to active citizen Involvement ta 
public forums where general policy goals are decided, where specific strate- 
gies for economic development ere estebllshed, and where publicly supported 
development activities ere carried out. State end local governments art 
required to provide specific opportunities for cltlsen guidance by ope ni ng 
meetings to the public, by giving public notice of meetings, by allowing pub- 
lic access to Important records, documents or Information, and by considering 
the recommendations of appointed boerds and commissions. The ability to use 
these common means of cltlsen guidance la generally quite low even *here they 
have been applied to familiar community lssuea. But there Is even lsaa 
citizen familiarity with economic development and therefore almost no experi- 
ence with Its guidance. 

How then are citizens to guide economic development In their communities? 
The argument made in this guide is baaed entirely on the idea that In every 
community there are committed people who ere associated with long-stand log, 
well-estebllshed groups and Institutions. These people and their groups art 
potentially capable of mobilizing citizens around many community Issues, 
Including Job expansion, community survival and economic developm en t. 
Churches, legal service offices. League of W om en Voters, area colleges ead 
universities. Community Action Programs, County Agricultural ?xteneloa 
Offices, Civil Rights Commissions, and Chan be re of Commerce ere some examples. 
The length of this list and the degree of commitment of Its membership varies 
from place to piece. And while the individuals and groups on this or any 
other Hat could hardly be expected to agree on moat lssuea. It le quite pos- 
sible that nearly all would agree on the need to take strong action when Job 
losses threeten e community. 

Accordingly, the people who serve these organization might be thought of 
as -Community Professionals." They are deeply committed to the c omm un ity end 
work for Its betterment. Often their Immediate concern Is for the well-being 
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of various laportsnt segments of the e o— u nity. they know their own 
constituents' needs as well «s ths overall needs of ths coaaunlty; they «r« 
generally known or recognised throughout the coaaunlty; thay work out of 
aatabliahad plaeaa that ara f sad liar to nany cltlsana; thay ara ski I Lad in 
using public or civic policy formes; and thay ara abla to gather, Interpret 
and help apply outside sources of Information and assistance. As such, they 
are visible, credlbls, loosely representatlva , generally permanent and ar« 
widaly known for their Involvement In laportant co— un ity affairs. in short, 
they ere "Community Professional** who have the skills and commitment that are 
potentially useful in bringing resources, eitinmnm mnd information together in 
wave that produce action. As s astter of convenience, "citizens" will be 
referred to throughout the rest of this Guide, but it should he understood 
that "Coaaunlty Professlonsls" sre Included ss well. 

To ssslst citizens and c oaa u nlty professionals, this guide will provide 
three kinds of Information. First, the aaln body of the text will present en 
uadarstsodable account of the aaln issues which ara aost often of concern to 
citizens in job loss coaaunitles. Included In this account sre the views or 
perceptions held by local economic development officials concerning these 
Issues. Second, the guide will slso refer st various points throughout the 
text to additional sources of published information which are written 
•pacifically for citizen use; these other sources develop many of the guide's 
aaln points In greater detail. Third, the guide anticipates that citizens and 
coaaunlty professionals asy want to wove quickly from the atage of becoming 
informed to being Involved in reaedylag a Job loaa situation. Therefore, a 
aelected directory of organlsatloma and Individuals that can offer useful 
assistance haa been provided. Both the Information references and asslstsnce 
directory will be presented st the end of the guide for convenience. 
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• offommzTiis rot involvement 

Local Public Economic Dove looms n't 

If del sent hold any views about economic development, noat juat think 
that It happena spontaneously and— Ilka tha weather — that there lan't each 
anyone can do to Influence It* Othere may think that local bualneaaea art 
totally reeponelble for local economic development and that the remaining mr 
bera of tha community or local government are unlnvolved. There are gralna of 
truth In auch belief a, but only a few. The feet of the matter im that a 
zona ilereble amount of locel public remourcem under citizen control im devoted 
r-> Activities that support economic development. Here are a few examples. 

?lret, long-term public lnveatmenta in the size and type of water and 
sewer systems, streets, roads, bridges, utility extensions, porta or harbors 
and other fadlltlee ueed by industries are designed and built with economic 
development purposes firmly In mind. Such inveatments require voter or 
elected offlcal approval of long-term capital budgets of anticipated tas 
revenuea or the public aale of revenue bonds to finance the project a. Second, 
local tax dollars are frequently spent on vocational education, skill 
training, day-care for children of working fan! lies, or for other social 
services which Improve the quality and else of the labor force. Closely 
related are what aome call "hidden tax expenditures" — the unofficial under- 
aesesament of property and reduction of taxes paid by indue trie a and 
bualneaaea which agree to operate In the community. Finally, efficient 
patteme of private development are encouraged through sonlng, building 
regulations and other development controls. This Is only a brief summary of 
auch actlvltlea, but It doea serve to llluetrate the depth and complexity of 
public Involvement In economic development which often goea unrecognised. 

Public Economic Development Planning 

The many actlvltlea which use local tax dollars, levies, lawa and 
rsgulatlona to support economic development must be skillfully planned and 
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organized to bring maximum, permanent benefits to the entire community. Th» 

public agencies responsible for this are attached to various bodies at the 

city, county or regional level. For example, these agencies may be: 

e overall planning and development departments of local government; 

e federally funded progrsm offices which operate at the local level 
(•pacifically, an EDA Economic Development District agency, or a 
CDBG program office); 

e locally established authorities or development corporations (for 
example, county Industrial revenue bond author it lea ) ; 

e independent commissions with publicly delegated powers (for 
example, economic or Industrial development commissions). 

At prssent, these sgsncles rscelve their main policy guidance in the form 
of goal a and objectives from one or more of the following aourcea: a locally 
elected body, a public administrator who is accountable to elected officials, 
an appointed advlaory board, state or federally mandated citizen participation 
and direct, unsolicited Influence from various segments of the community. 

Even though most citizens may currently be quite unaware or uninvolved in 
the process, public economic development efforts are potentially very sensi- 
tive to citizen scrutiny end guidance. Public offlclala and economic develop- 
ment staff keep closely attuned to public sentiments where the welfare of a 
substantial proportion of the population la at stake. As we ehall later see, 
how citizen goala and preferencea are received or heeded by these agencies 
should be a major concern of cltlsene who want to help guide local economic 
development. 

The offlclala who work in these agenclee are responsible for tranalatlng 
publicly expreaaed goala and objectives into planned economic development 
strateglea and for eventually carrying out dealrable projects and programs. 
Several types of skilled personnel are expected to perform a series of 
Important taaka. (See Perapectlve Box 1 for a breakdown of officials in job 
loaa areas.) First, a spokesperson from one or more policy-guidance bodies 
helps tranalate publicly expreaaed economic development goala into specific 
objectives. Next, economic development plannere further translate these goala 
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• PERSPECTIVE BOX 1 



Local official* who conduct economic development activitiee in ageneiee were 
isked to identify their role within the E.D. agency. 



Role Vithin Economic 
Development Ageneiee 



J toff support personnel from 
unit or office other than 
E.D. agency 

Aiiminietrative officer who 
nonages or directs E.D. 
igency 

hiiman or member of board, 
commission, panel, commi.ttee 
or other policy -guidance body 
for E.D. agency 

.\jenay analyst or planner 
involved in analysis, plan' 
King, or design of E.D. agency 
rolicies 



Officials Role, by Area 
(Percentage Identified) 



L_ 




and oblectlvee Into alternative economic development approaches; this Is done 
by examining overall Job needs, by analysing the aakeup of the local e c onomy, 
by evaluating the reeults of other communities* approaches to econoelc 
development, and by designing realletlc approaches which are suited to thj 
local area. This critical serlee of steps In the totsl process Is ofttn 
overlooked or hastily executed, and asny unsuccessful econoelc development 
efforts collapse because of such oversight. Finally, the Implcmmntstlon of 
selected economic development projects or programs are carried out by 
competent Managers and ednlnlstrstors. All sre key personnel and together 
they are responsible for conducting economic development In the public *i 
Interest. (Cltlsens cen readily obtain non-technical guides to economic 
development plsnnlng which pose the lssuss clesrly end describe how tht 
public's gosls are Included In development plans; see Part II of Appendix.) 
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The absence of citizen Involvement In the pest has led to tredlclonel 
petterne of influence on economic development officials which citizens should 
be made aware of. Therefore, the views of economic development officials will 
be presented throughout the rest of this guide so that cltlseos can better 
understand prevailing practices and be better able to Influence them. The 
views were gathered by a survey of officials conducted in late 1980 and early 
1981. To distinguish the views from rslated discussions in the main body of 
the guide, they will be presented in s series of separste "Perspective Boxes" 
next to the printed text. Since local officials are likely to see things 
differently In sreas having more rather than fewer Jobs lost, the perspectives 
are eeparated for officials from major (area 1), moderate (area 2), and modest 
(area 3) Job loss sreas in the state. 

Local Economic Development Planners 

While ell these tasks are carried out by key personnel, the tasks per- 
formed by local economic development planners deserve special attention. 
Planners typically operate midway between publicly expreased goal* and the 
actual development programs which are edalnls tared in the public's interest. 

Planners are ultimately responsible for translating public goals Into 
potential economic development stratsgles that are based on en accurate under- 
standing of the local economy. Planners risk a fatal loss of credibility if 
they do not analyse a local economy sufficiently well to understand Its 
patterns and potentials, or if they are unable to show clearly and convinc- 
ingly how such understanding allowed them to tranelate goals into specific 
actions. However, planners are seldom celled upon to explain these lnoortant 
connections. And cltlseos seldom call upon plenners or get Involved for meny 
reasons. Perhaps one of the principal reasons cltlsens are not more Involved 
can be traced to the fact that thla importsnt task is sometime* short- 
circuited and is therefore not actually performed. Instead, economic develop- 
ment options are sslscted Independent of demonstrated need or preference end 



Digitized by 



Google 



186 



then "justified" on the basis of simplistic guideline! which program planners 
ere expected to follow. These guidelines require only superficial analysis 
end very little understanding of the local economy to qualify their areas for 
program funding froa etate or federal sources. EDA, CDBG, UDAG, CETA-PIC, 
FMHA ars a few of the prog ran acronyms of recent vintage which are familiar to 
many planners, but lees familiar to citizens. And, since program planners 
speak and use a private language or "jargon" peculiar to eech of these 
programs, cltlsens find It difficult to dig beneath layers of bureaucratic 
language to examine underlying assumptions. This tends to discourage cltlsen 
Involvement to a considerable degree. 

The resultant absence of citizen Involvement is quite unfortunate because 
It cennot then supply the incentive necessary for public officials to insist 
that the Important planning steps be taken seriously. An.? fiese planning 
step* .«£»? important because they bring skilled analysis and understanding of s 
situation to the attention of a public which must ultimately bear the 
consaquanc#s of any chosen option. Before the public underwrites any economic 
development activity, everyone concerned needs to know the results of sll the 
steps which lead up to the final decision. By now it should be clear that 
planners are responsible for presenting a clear and understandable analysis of 
the local economy. Including %n enumeration of all related problems and needs. 
Perspective Box 2 summarises local officials* views of the importance of 
technical analysis and planning. 

After planners complete their analysis of the locality's unique charac- 
teristics, a variety of strategies — or ways of dealing with these problems- 
should be examined. Formulating strategies depends heavily on the soundness 
of analysis which planners use to help determine the type of industries end 
businesses that would be beat for the local economy. Linking these considers- 
tlons and strategies is more important than is commonly recognised. It Is 
Important because economic development strateglee do affect an area*s Industry 
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PERSPECTIVE BOX 2 

Since many local economic development agencies frequently enact policies and 
programs based on technical analysis and planning, local officials were asked 
their views on the importance of planning and technical analysis to making 
sound economic development policies. 


Importance of Technical Analysis 
and Planning 


Officials' Views, by Area 
(Percentage Preferring) 


Critically important 


20% 


33% 


23* 


Very important 


60% 


33% 


b4? 


Somewhat important 


20% 


25% 


23% 


Minor importance 



100% 


9% 

100% 



100% 




Area 


Area 


Arei 


i 2 •: 



and business mix, *nd certain nixes are more beneficial in seme areas than in 
others. 

Although cltlsens are seldom aware of all these important steps, planners 
and public officials should be asked to document how each step was carried out 
and to share their views with cltlsens of what the development lapli cations 
are. Planners and public officials will be aore likely to conduct the 
necessary study of factors that affect the local economy if no— unity cltlsens 
express a desire to review the local lapllcatlons of a well-thought through 
plan. 



Job Losses in North Carol ins Counties 

The effects of Job loss on coaaunitles and estimates of the general mag- 
nitude of the problem have already been discussed. However, mot all local 
officials are ewars of the problem across the stats or even within their local 
areas. Perspective Box 3 summsrlses the extent to which local officials 
actually recognise Job loss sm a local problem. What is needed now is a 
clearer understanding of where Jobs are lost and how Job losses affect some 
areas more than others. 
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■ PERSPECTIVE SOX 3 . 

After noting the recent rite in plant shutdowns and permanent layoffs in 
North Carolina, local officials were asked how important this problem was 
:n zheir area 


Pl-jnt Shutdown and Permanent 
Layoff Problem 


Officials' View, by Area 
(Percentage Tn-iicatir.:) 


So problem 


11% 





24% 


:Hnor problem 


44% 


50% 


60% 


Major problem 


45% 

To&f 


50% 

TU&i 


16% 

T35f 




Area 


Area 


Area 


12 3 



He can first consider where Job leasee occur In tern* of the industrial 
affected. Few readers will be surprised to learn that North Carolina's 
traditional manufacturing Industries are the enln losers: textiles, apparal, 
tobacco, furniture and food processing. Together, these five Industrial 
accounted for about 90X of the 14,915 recorded job losses between 1977 tad 
1979, but textiles and apparel together are responsible for shout 75X of all 
Jobs lost. (See* of the reasons for Job loss sre discussed In Sources llstai 
In Section A of the Appendix.) 

If these sre the big industrial losers, then we can naturally expect 
losses to be higher In those parts of the stste with high proportions of Job* 
In the textile and apparel Industries. Looking first at losses in the tares 
mein regions of the stste, nearly heir of ail jobs were lost in the piedmont, 
a third on the coast end about a fifth in the aountain*. Job lommmm were 
spl it in quite similer proportions eaon? places of different mite/ that is, 
heir of the jobe were lost in local it iee with 10.000 or fewer people, another 
thir-f was lost in the m»*t largest eroupe of localities ( b etwee n 10 snd 50 
thousand), snd a fifth was lost in the laroeet ae t rop o l itaa ereme fewer 50 
thousand population;. These figures suggest that areas noet heavily affected 
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are Mall co— unit If la the mountain or coastal regions, particularly theaa 
places vlth larga aaoaaca of textile or apparal eayloymsat. 

Of particular lataraat to uaara of thla guide la the mop on thla (telde'e 
raar cover ahoat that ldeatlflaa apoclflc count l«a la North Carolina that 
experienced job losses and the aerlouaneaa of Choae losses, la call our 
earlier note Chat 14,915 joba ware loat In North Carolina between 1977 and 
1979. It Is important to stress again that only soue parts of the state loat 
joba and that average employment In the atate rose by about 35,000 joba. To 
be more precise, the 14,915 jobs ware loat In 42 counties while overall 
employment galas were registered in nearly all the counties. Since our 
concern here Is with the 42 counties which experienced job loss, we will take 
i cloaer look at them to see whether the severity of loaaea differed enough 
for citizens In these areaa to approach the problem in their area differently. 

Three kinds of evidence were used In determining the seriousness of job 
losses. First, the 1977-79 job losses were examined to see which counties had 
the highest proportions of total joba loat and ■emrfieturlng jobs lost. 
Second, the counties which lost jobs were studied to determine which of them 
still had high proportions of textile and apparel employment, the Industries 
with greatest potential for future losses. Third, each county's rscent 
employment growth rates and projected growth rates were compared to detect 
longer term trends. When these types of evidence ware put together, they 
Indicated that the 42 counties ware sufficiently different to divide them up 
Into sreos. 

\rea 1 consists of the 12 counties which lost the most jobs, had the most 
jobs remaining in textiles and apparel or whose growth trends showed only 
slight chances for overall improvement. area 2 Includes 10 additional coun- 
ties which acored better on all counts, but still experienced serious job loss 
problems. The 20 counties in area 3 were clearly better off than those in 
areas 1 or 2, and in fact Included some of the atate* a moat rapidly growing 



-13- 



Digitized by 



Google 



140 



comcers which emly recently eagam to ~emea~ warn* of tholr traditional 
indent rial employment— they opgrodc tholr loo— trial base. 

Ec onomic Problems to Job Loop Canmusltleo 

la preparing this guide, official figures •applied by state agencies vert 
usee to classify job loss counties. Economic development officials from thest 
count lss vers then asked whether they thought the recorded losses vert • 
problem. (Perspective Box 3 provided s summary of their views.) The views 
rscordsd hers srs helpful to citizens who need to know how officials now stand 
on the natter, but these views should not be thought of ss the final word, 
tone who do not not view job loss am an Important problem osy not be In touch 
with the people most affected, while others nay be fully aware of Its Impact 
but consider other problems ss more Important. 

In getting a better sense of what other kinds of economic development 
problems night be important, officials' views on the amount of available work 
and the quality of jobs offered as coopered to the ststs as a whole were 
collected. To find out about the amount of work, we asksd if sufficient jobs 
were available for rssldsnts. If youth or Minority unemployment was high, or 
if poverty was a problem (higher Indicator values mean fewer probleas). Views 
on low wage levels, unsafe working conditions, and unstable or seasonal work 
opportunities were sought to determine the quality of job opportunities. (See 
Perspective Box 4 for perceptions of other problems In job loss counties.) 
Some of these problems srs dirsctiy associated with job lossss while others 
ere completely unrelated; but expressions of concern for all such problems by 
economic development officials nay also sffect their vlewe of job loos ss s 
problem. rt ia important for citisen* to discover Pi rat-hand what views of 
problem* ere hold by officials in their particular locality and to bagin 
<fiecme*ine those problems from all points of view. 
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FEKTEC7IVE BOX 4 



Local Problems Compared to State 


Views of Officials, by Area 
(Average Severity Indicator* J 


a. Poverty level 


2.6 


2.4 


3.C 


b. Insufficient jobs for residents 


2.6 


2.4 


3.0 


a. Available ,iob8 are seasonal or 
unstable 


3.0 


2.7 


3.3 


d. Low wage levels 


2.2 


2.9 


3. 1 


e. Unsafe working conditions 


3.0 


3.2 


3.4 


f. Too few locally owned businesses 


3.3 


3.5 


3.S 


g. Insufficient tax base 


2.6 


2.9 


2 ~* 


h. Lack of skilled workers 


2.9 


2.5 


2.L 


i. Lack of business capital 


2.6 


2.6 


2.T 



J. Youth unerrployment 

k. Minority unemployment 

I. Undiversified industry mix 



Ke\f ?••? 


Sev&rutj 


i>i:i:joit:t 


Values: 




1 


2 


3 


4 


6 


Muck 


r.anewhc 


A: ou: .• 


"'.-jka- 


'•fuck 


Worse 


Worse 


.iamc 


*j€£J 


L.ee.8 



2.S 

2.5 



2.b 

3.: 



Strategy Options In Local Economie s 

Development of local economies can be approached In many ways, but two 
general types of strategies — capturing external resources and developing local 
resources — encompass most alternatives. 

If a locality tries to capture external resources, Che strategies focus 
on the attraction of business, capital, managerial "know-how" and skilled 
manpower from other areas. It should be noted that Industrial recruitment or 
"capture" Is a narrow version of this traditional economic development 
strstegy which Is familiar to most North Carolina officials and to many 
cltlsens. when successful, the strategy introduces relatively large and 
sudden Infusions of economic growth and activity. This prospect generally 
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calls for substantial public investments la permanent facilities such m 
wastewater treatment to acco— o d ate the rapid growth. The risks In pursuing 
external resources are two-fold and deserve careful thought. First, there li 
11*1 ted opportunity for citizen Involvement during the process since the 
sntlre strategy hinges on the decisions of people outside the locality. 
Second, the reasons why Industries were first recruited to the area could 
later change and the original Job growth night become future Job losses. Many 
North Carolina conauinltles are facing exactly that problem today. 

Because these risks can be reduced by careful thought and planning, citi- 
zens will doubtless want to know what steps are being taken by a locality that 
chooses to pursue this strategy. Preferences for recruitment strategy by 
local officials are summarized In Perspective Box 5. 

The other main strategy focuses on the further development of resources 
currently found in the locality; it Is some clues called "interior econoslc 
development." The activities often Include efforts to expand existing Indus- 
try, encourage small business development, and to support community develop 
ment corporations or slallar community enterprises. Whan successful, this 



| PERSPECTIVE BOX 5 

'uO-ni 2ffi3\Xla were asked to judge the suitability of recruiting new business 
>»ui ituiuetry from out-of-state as economic development strategy 


Suizibility of Industrial 
Recruitment 


Officials' Views, by Area 
(Percentage Preferring) 


Perfectly suited 


40% 


25% 


28% 


**ill nutted 


40% 


58% 


44% 


foicratcly suited 





17% 


4% 


Poorly suited 


20% 





12% 


Unsuited 




Toti% 





12% 




Area 


Area 


Area 


12 3 
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strategy gradually plants the roots of economic development deeply and spreads 
its baoaflts broadly thro u ghout the co— unity. The risks la pursuing Interior 
economic development srs several, but moat pertain to the obvious difficulty 
of trying to build on local resources In a stagnant or declining economy. 
However, since so much of what must be done here relies heavily upon community 
support and Involvement, cltlsens can play early, active roles In pursuing 
this strategy. To do this effectively. It is useful for cltlsens to find out 
how local economic development officials view the several components of this 
oversll strategy. Perspective Box 6 provides Initial clues about the 
willingness of local economic development officials to develop their economies 
with local resources. 

Op to this point — and generally throughout this Guide— tho basic prin- 
ciples of economic development In job deficient communities remains our focus. 
But these principles and the strategies which they suggest should not be 
thought of ss vsgue Idess about economic development. Depending on how well 
they ere formulated, the strategies should provide a clear development 
rationale and point the wee toward combining a desirable mi* of industrial 



PERDPECTWE BOX 6 

LciXil officials were asked to judge the suitability of encouraging existing 
busine.ozes to expand their operations and of establishing jevmunity economic 
•ieoelopment corporations as economic development strategy. 


Suitability of Business Expansion 
and Community Economic Development 


Officials' Views, by Area 
(Fercentaae Preferring) 


Perfectly suited 


10% 


17Z 


li". 


Well suited 


M% 


42". 


321 


Moderately suited 


50% 


42% 


44% 


Poorly suited 


10% 





3% 


Urlsuited 



TflFS 







TJc% 




Area Area 


Area 


1 2 .? 
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sectors end business enterprises in the local economy, This, then. Is a good 
tlaa to take e closer look at the targets of economic development. What 
specific industrial sectors are of Interest? Which types of fire* or 
enterprleee are preferred? Perspective box 7 reveals preferences by local 
officials for types and slses of fins, while Perepectlve Box 8 summarises the 
industrial ssctors which they consider most laportant. 

To get a good idea of the eectors and enterprises that are eeen to be 
laportant by local economic development planners, cltlsens should aak which 
pnea are considered most appropriate for their area. Cltlsens should then 
examine these views closely to discover and underetand the rationale behind 
thee. Are the preferences of development offlclels based on the known 
performance of some mix of Industries and firms? Is the performance expected 
by them consistent with goale for the local economy which ere held by affected 
cltlsens? Are some mixes more likely to occur then othere? These are 
specific questions thet must be asked by cltlsens snd answered by economic 
development officials In each locality, for no general set of answers holds 
for all areas. leaders who want to acquire a working knowledge of thess 



PERSPECTIVE SOX 7 

Preferences for types and sizes of firms shorn below reveal local officials* 
views of which enterprise actors are most likely to play an important role in 
their area's economic development. 


Types and Sises of Firms 


Officials' Views, by Area 
(Percentage Preferring) 


Large branch plants 


100% 


76% 


69% 


Major corporation headquarters 





8% 


3% 


Local franchise business 





■ 


C 


Locally owned plants 





8% 


8% 


Small businesses and firms 




100", 


8% 
100% 


20% 

100% 




Area Area Area 




1 2 2 
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'ERSPECTIVE SOX 8 



Economic development officials thought these were the most import ant industrial 
sectors for their areas: 



rvererence 



'fficiala' Views of Industrial Sectors. 



First Importance 



Electrica 1/ Elec- 
tronic Eauivmenz 
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Agriculture 



Electrica 1/ Elec- 
tronic Ejuirment 



Second Importance Lumber and \4ood 



Tobacco, Fabricated 
Me tat, Electrical & 
Electronic Products 



'xion-Eleczricai 
Machinery 



Third Importance 



Food, Tobacco 
and Paper 
Products 



Construction, Truck- 
ing and Warehousing, 
Utilities 



Fabricated Metal 
Products 



Area 



I 



Important points thou Id get additional Information from one or no re of the 
sources listed In Section B of the Appendix. 

Influence on Economic Development Policy 

In any activity supported by local government which Involves highly 
technical considerations, citizens often feel unable to evaluate the effect of 
proposed actions or to become Involved in guiding them. The absence of direct 
citizen involvement and guidance is partially compensated for by the Involve- 
ment of other groups. Such groups ars officially recognised aa being 
responsible for offering policy guidance in the economic development of a 
locality. Many types of groups offer guidance. Locally elected bodies either 
offer direct guidance or designate some responsible admlnlstrstlve official 
who Is accountable to them. Advisory boards and commissions are frequently 
appointed by elected officials or their administrators, while soms state and 
federal programs stipulate procedures for citizen involvement In the policy- 
making process. Perspective Box 9 summarises Important sources of policy 
guidance for each type of Job loss area. Official policy guidance comes from 
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PERSPECTIVE BOX 9 . 

Local officials work through E.D. agencies which are given voliey guidance 
from several possible sources. 


Source of Policy-Guidance 


Officials' Views, by Area 
(Percentaae Indicatina)* 


Locally elected body 


40% 


17% 


19% 


Public a&tinistrat&r accountable 
to elected officials 


30% 


42% 


33% 


Advisory board appointed by 
adninietrator or elected 
officials 


30% 


58% 


39% 


State &r federally nandated 
citizen input 


20% 


8% 


19% 




Ar*sa 


Area ' 


Area 


*Total for each area Jan exceed 100% 12 3 



sll these sources, although citizens will readily discover that some are son 
represented or Influential In a particular area than others. 

In addition to establishing official policy guidance groups, local gov- 
ernuent also conducts Its public economic envelopment activities through oat 
or more agencies. These agencies are staffed by the various personnel refer- 
red to earlier — that Is, administrator*, planners, analysts* prograu eea- 
agers— and they are generally employed In public agencies, although local 
government some times delegates economic development activities to Chambers ef 
Commerce and industrial development commissions. The public emen cl ee are ef 
three general typee: local agencies which are based entirely em the avail- 
ability of state or federal programs (Community Developm en t Hock Great 
agencies), regional agencies uhich provide direct support to localities (Leei 
teglonal Organisations and field offices of state sgeuclee), and local 
government sgeuclee (planning and developm ent m gsn c les. industrial 
bund authorities). Depending em their level of funding and powers 

elss cond uc t many different ectlvltlee. In their official capacity at 
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igenclee responsible for promoting the public's lnt«r««t la ecoooalc develop- 
mnt, they elso tend to reflect polltlcel lafluencee la the c o — un ity. A 
enerel mapping of the most Influential groups In each area Is provided by 
erspectlve Box 10. 

Citizens will weat to know whether public agencies base their economic 
evelopment activities on evidence and findings which econoalc development 
lanners provide or whether activities respond to the Influence exerted by s 
olltlcslly powerful fsctlons In ths community. Perspective Box 11 suggests 
he way policy-making boards srs likely to leen when confronted by conflicting 
ecommmndetlons based on technlcel evidence versus businessmen's insights, 
hlle planners end business fsctlons reach slallsr recommendations for action 
n some situations, inherent differences In public vs. prlvsts sector 
rlentetlon can leed to opposite viewpoints. Citizens will went s full 
ccountlng of the logic and evidence which under! lee elternetive policy 



PERSPECTIVE SOX 10 . 

•sal officials were asked to indicate which groups would be most likely to 
fluence their E.D. agency's policy regarding a difficult or controversial 
jue. 


Group With Most Influence on 
E.D, Agency Policy 


Officials' Views, by Area 
(Percentage Indicating) 


Workers and labor 





9% 





Chamber of Commerce 








17% 


Elected officials 


50% 


91% 


54% 


Big business and industry 


30% 





25% 


Citizen action groups 


:o% 








Professional community (doctors, 
lawyers) 








; 7 


Other 


10% 








Not indicated (newspapers, small 
businesses) 



100% 



100% 



100% 




Area 


Area 


Area 


12 3 
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PERSPECTIVE BOX 11 , 

Looal officials were asked to indicate if their policy-making board is more 
likely to rely on technical evidence from a staff planner or businessmen* e 
insights when trying to reach an important decision. 


Board's Reliance on Type of 
Information 


Official's Views , by Area 
(Percentage Indicating) 


Clearly prefer technical evidence 











Favor technical evidence, but value 
businessmen's insights 


10% 


42% 


28% 


No clear preference for either type 
of evidence or insight 


20% 


8% 


20% 


Favor businessman's insights, but 
value technical evidence 


60% 


42% 


52% 


Clearly prefer businessmen's 
insight 


10% 
100% 


8% 
100% 



100% 




Area ' Area 


Ares 




1 2 


i 



recommendations. A full account lag It particularly necessary whan tht 
raco— ■ndatlom of planners and business factlona coincide. An account lax for 
snared views Is highly desirable because the basis for such views generally 
remains untested In the political arena while. In contrast, differences of 
view automatically reveal some of the logic underlying these dlfferencea. 

A full accounting be coses even wore desirable because of th* ssny 
critical steps taken In carrying out economic development activities which 
require technical judgment. For example, the analysis of economic probleas, 
the design of alternative approaches and atrategles, the evaluation of effsctf 
on the community, and the effective Implementation of necessary programs sad 
projecta together form a serlea of steps thet contain both technical ssd 
political considerations. 

The logic and evidence which lies bohlnd esch of these steps meed not t* 
presented merely bocauae cltlseue want to review purely technical 
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considerations or judge the professional competence of staff. Rather, it ia 
precisely because theme steps contain mo many political aaaumptiona about how 
thing* arm done which benefit soma segments of the community rather than 
others, or which impose hidden coeta on so me and not other a, or which take 
short- rather than long-range- approaches. It ia difficult to clearly separate 
technical from political considerations,, even though most people understand 
the difference in principle; fortunately, moat citizens are able to recognize 
the differences in practice once they be co m e involved in the development of 
their local economy. 

Citizens should not lose sight of the feet that their Influence often 
depends on a practical understanding of the total econoalc development pro- 
cess. Including the so-called technical questions discussed above. Citizens 
who gain a working understanding of econoalc development can quickly Identify 
which Issues are aore purely technical and focus their efforts on highlighting 
and influencing all Issues with political Implications. Those who lack a 
working understanding ere* easily and all too often dismissed because It Is 
convenient to view them as uninformed, self- Interested parties. Perspective 
Box 12 reveals which groups are thought by local economic development 
officials aa being least Influential In establishing sgency policy. 
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Local officials were asked to indicate which groups would be least likely to 
influence their E.D. agency's policy regarding a difficult or controversial 
issue. 


Groups With Least Influence 
on E.D. Agency Folieu 


Officials' Views, by Area 
(Percentage Indicating) 


Workers and labor 


50% 





20% 


Chamber of Commerce 





8% 





Elected officials 


'0 


8% 





The press 


10% 


43% 


17% 


Shall businesses 


10% 


8% 





Citizens' action groups 


C 


8% 


17% 


Public employees 


30% 


8% 


29% 


Professional community (doctors, 
lawyers) 





17% 


17% 


Noz iruiicated (big business and 
industry) 




Toot 




100% 



100% 




Area Area Area 




1 2 5 
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Citizen Action In Worth Carolina Cnoaunltleo 

Cltlseae In Nttral Sorth Carolina coaaonltlea which experienced eubetan- 
tlal loaaaa during tha paat five yeare have bafua to taka action. lacant 
afforto In Boxboro, Vladeor, Oar ban, Maw Barn and Uncolnton reveal tha 
atteapte of coacarnad community aaabara to taka action when joba ara loot. 
(Item C In tha Appendix aaggaata eeveral eeeful gaidaa to cltlsaa action.) 
Cltlsana In thaaa local It lot callad on churchaa, onions, legal service attor- 
neys, bankers, and local economic development offlclala to da vita action plana 
to eerve Joba and stabilise tha community' a acoooalc Ufa. 

Thaaa racant effort* ara known only to tha fair who vara eonehow Involved. 
To understand tha perceptions of all acoooalc development plaimere regarding 
citizen action Initiatives, wa asked local offlclala to react to elaller sit- 
eatlone they aere aore fealllar with. The sltoatlone which aare poaed actu- 
ally took place In North Carolina ceaaaaltlee during tha late 1970a and gener- 
ally Involved citizens taking soae local econoalc developaent action which 
. expreeeed a preference for high wage or unionised firms to locate In their 
communities. As Perspective Box 13 above, economic developaent offlclala 
Indicate whether they considered these cltlsen actions to be justified or 
unjustified. Their percept lona provide valuable clues to cltlsene who want to 
become Involved with local economic development activities. if official* in 
en eree consider the ections depicted in the situetions to be justified ( lower 
indicator value* in Box 13), thmn eree citizens can probably expect to find 
menu existing opportunlt i*m for involvement. For areas where Much actions ere 
seen ee leee justified (higher indicator veluee in Box 13), citizens will neve 
to drew more heevilu on the idees end sources presented in this guide to 
create opportunities for involvement* 
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— ■ VKPUFECTIV& BOX 17 

Justification for Citizen Actions in 


Views of Officials, by Area \ 


Two kconomic Development, issues 


(Average Justification Indicatcr'! \ 


A. Here are two examples uhich illustrate 








grass-root oitisen challenges to ammonia 








dewlopment decision-making bodies. In 








the first, support from small businessmen, 








retailers and blue-collar workers in a fi.C. 








mill town of 17,000 resulted in passage of 








a bond issue necessary to supply water to 








a newlu arriving hiph^uage firm (over $9 








per hour: t decpite considerable opt'onition 








by a targe textile firm nearby. In another 








\\C t mill town a year later (IB??), the 








Chambci' of Comncrae reversed its earlier 








unanimous decision to uelcome a large. 








high-wage paying firm into the area; public 




■ 




reaction woe swift (including reaction fron 








the Governor! and it resulted in the area's 








master textile firm agreeing to cooperate 








with the new firm that eventually located 








in the area. 








Jurtification for theec citisen action 








c'rialienges to existing policy-making bodies 1 






is shout, bu average Just- f* nation indicator** 


US 


;,r 


hf 


b. In 297? a vlant fnm Pennsylvania approached 








the economic development aa/mission cf a 








s*!taU towr. in the North Carolina Heamont. 








Altfaugn the plant paid hourly wages in the 








3+-% range, the corwtis&ion discouraged the 








unionize! plant *ro* locating because its 








presence ix*uld disrup: tibvr-manariemenz, 








rLlationv in a traditiorKilly non-union county 








county and make it difficult to recruit 








other non-union firms, f/eus of the com- 








firlssioa's decision leaked out, and a group 








of ci tisens Quickly formed *c raise a peti- 








tion {over 2,000 signatures in county of 








ZC,000 population) asking the ftm to • 








locate there* 








Justification for the citisens* actions is 








shown by average Justification indicator.* 


1** 


r*i 


ri 


Area J Area 2 Are* J 


***y to Justification Indicator Values: 


12 3 4 5 


dearly Probably Mot Probably Clearly 


Justified Justified Zur* Unjustified Unjustified 
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Cltlson Access to Informs tlon 

Knowledge It power I This old saying to certainly true for cltsene who 
must first understand local economic development before they can hope to 
influence and guide it. And, since eoet of the necessary Information appears 
technical, citizens sre not generally skilled in obtaining lt*or learning froa 
it. Perspective Box 14 contains a list of four common information policies 
available to local officials and their policy-making board' a likely preference 



j ■ PERSPECTIVE BO 

Local economic development officials often 
public of actions to be taken and the basis 
boards and agencies were thought likely to 
of the following policies: 

Information Policy Alternatives 


X 14 

adopt policies for informing the 
for these actions. Local policy 
adopt alternative stances on each 

Officials' Views, by Area 
(Percentage Preferring) 


• Release all information available to 

agency and board 

• Release no information available to 

agency Lend board 


67% 
33% 


30% 

20% 


65% 
35% 


• Hold all meetings (including policy 
decision meetings) in open sessions 


70% 
30% 


91% 
9% 


81% 
19% 


• Hold all meetings (including" poi-icy 
decision meetings) in executive 
session 


• Issue public notice of meetings as 

broadly as possible 

• Issue public notice of meetings as 

required by law 


30% 
70% 


18% 
82% 


43% 

57% 


• Encourage press coverage and treat- 

ment of policy issues 

• Discourage press coverage and treat- 

ment of policy issues 


60% 
40% 


60% 
40% 


65% 
35% 










Totals 


100% 
Area 

1 


100% 

Area 

2 


100% 

Area 

3 
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for alternative positions. (Appendix Part C lists guides for citizens who 
want to gain Information and transmit it effectively.) 

One source of Information useful to cltlrens cooes directly froa public 
■eatings and hearings. It la unlikely that wholly new facta or detailed evi- 
dence will emerge from public meetings, but citizens can gain a stronger 
Impression of how other members of the community feel about economic develop- 
ment. From noticing informal "cues" at meetings and hearings or by paying 
close attention to the intensity of discussions and the general tenor of view- 
points presented, citizens can get a good idea of what Is st stake and who 
stands to gain or lose. However, this opportunity is available only if 
meetings are held in open session. North Carolina law stipulates the 
conditions under which meetings can be held in executive session. While e 
meeting may be held in open session, citizens geln nothing from the 
opportunity If they ere uneware of the meeting taking place. Since some 
meetings serve as public hearings prior to contemplated act lone, it Is 
extremely Important for citizens to receive timely notice of scheduled 
hear Inge. Public notice requirements for many kinds of meetings ere written 
Into lew, but not all meetings are covered by these laws. In local It lea where 
meetings are generally given public notice only as required by law, cltlsens 
should teke the opportunity to express their Interest in hevlng local 
officials give notice of ell meetings which perteln to economic development. 
If citizens never esk to be notified, they probably won't be. 

Becoming better informed and informing others requires the two-way 
communication which the local press can provide. Citlzene should encourage 
press covsrege end discussion of the Issues, Including Interviews and in-depth 
reporting, to better Inform the community of decisions which affect it* 
Citizen groupe might slso consldsr working with the press to heve their own 
views made known to the full community. The careful preparation of press 
rslsaaee or the echedullng of newe conferences are typical ways in which 
organised citizen groups work with the prase. Since economic develoemmmt is a 
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topic vale* tte rmi tndi to cover only wneu the pollticol issues oro 
sufficiently Interesting or controvsrslal to warrant such coverage, citizens 
euet express their cooes rn (letters to the editor, radio call-ins, etc.) to 
ensure responsive press coverage* 

All four Information policies are important for citizens, but citizens 
should also bs aware of local officials 1 opinions concerning which policy is 
nose beneficial to their agency's economic development activities (see 
Perspective Box IS). 

Perhaps the slngls best source of information is the economic development 
sgencles which serve the community. Planners and other staff In these agen- 
cies must assemble, analyse, document and Interpret a large volume of rem data 
and other Information and then present it to vsrlouo policy-making groups who 
act on that prepared Information. While the quality and relevance of agency 
information varies from place to place, it is probably the most authoritative 
source available. Citizens will want to review the evidence and data, read 
the various rs ports, documents or msmorsnds snd discuss their meaning with the 
staff members who prepared the information. It is therefore Important to 
learn whether local officials will in fact releese such information. 



PERSPECTIVE BOX IS 1 

When asked to name the single most important information policy in terms of 
itc overall benefit co zTie -ffcial*}' ,igen<ry programs of economic develop- 
ment , this was the result: 


Information Policy 




Officials' Views, by Area 
(Percentage Preferring) 


Release of agency information 




20% 


17% 


47% 


Public access to meetings 




10% 


17% 


22% 


Public notice of meetings 




10% 


8% 


9% 


Press coverage of policy issues 




60% 
200% 


53% 
100% 


22% 

100% 






Area Area Area 




12 3 
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Perspective Box 16 provides Initial Indications of willingness by local 
officials to assist groups. Many times an Initial reluctance trill shift Co a 
fully cooperative attitude once economic development planners are sure that 
citizens only want to understand the Info rest Ion and aren't trying to judge 
the competence of staff who prepare It. Staff members are usually willing to 
help cltlsens obtain this information and often take professional pride In 
knowing that cltlsens find the results of staff work useful and Important. 

After repeating this process of review and discussion with staff in all 
the local agencies— and there may be several such agencies— cit ixens can 
quickly and effectively put mil their information to work when particular eco- 
nomic development issues are considered in meetings and other public forum*. 
Public dialogue on specific economic development Issues In amy public forum Is 
deepened when well Informed cltlsen participants examine those Issues from the 
broader perspective of community-wide economic development. 

Community Professionals and Cltlsen Partnership 

Previous discussion pointed out the importance of local economic develop- 
ment and the difficulty of cltlsen guidance. The economic survival of some 



PERSPECTIVE BOX 16 



If groups of citizens and wage earners need help in understanding local 
ejoncnic development questions, they might turn to local officials for 
assictanoc. The views on providing technical assistance to such groups are 
given by local officials in terms of its importance to helping implement 
sound economic development strategies. 



Importance of Technical Assistance 
to Citizen and Uorker Groups 


Officials' Views, 
(Percentage Indie 


by Area 
Kiting) 


Critical 





20% 


13% 


Helpful 


70% 


70% 


52% 


Unimportant 


30% 


10% 


26% 


Harmful 




To5% 



100% 


9% 

100% 



Area 
1 



Area 

t 



Area 
3 
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smell or vulnerable co— unttl— la Hart* Carolina la at ataka la the coming 
dacada, aa are all the cultural and aoelal qaalltlaa of e ommunltleo which rest 
oa a stable econoalc bate. In other localities, survival mey be leae a prob- 
lem thaa fostering a shared, deeply rooted pattern of econoalc development 
which will nourish and sustain strong commualtlee. In either case, effective 
citizen guidance depends heevlly oa the involvement of c o— un ity profes- 
sionals. 

Tiie involvement of community professionals im not a substitutm ,for the 
emergence of grass- root* leadership or foe the widespread involvement of citi- 
zens. But expanded leadership and public involvement probably depends on the 
initial efforts of community professionals* Their further involvement pro- 
vides continuity necessary for local leaderahip and public involvement to 
become effective forces in the guidance of economic development. 

Getting community professionals and local citizens together and focused 
on this important area of local public policy im the next step. If citizen's 
groups are not yet prepared to take that step, it is time for community 
professionals to come forward and exercise the responsibility associated with 
their name. 
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APPtSDIX 
SEUCRD 800ICB3 OP INFOtMATIOH AND ASSISTANCE 



Job Loss and Co— unity Choice 

Many good sources of Information and assistance ara now available con- 
cerning job loss and coamunltlee. The following are particularly helpful 
in understanding why Job loss affeete coamunltlee and what eight be done. 
All are recommended. 



I. Corporate Flight? The Causes and Coneequences of Econoelc Disloca- 
tion , This 94 page booklet discusses the problem generally. Its 
lapact, recent econoelc changes, shortcomings of present policies and 
where to go from here. It cen he ordered from: 

The Progressive Alliance 
17S7 N Street, NW 
Washington, DC 20036 

2 * Stop Runaway Shops . This 30 page booklet discusses many of the aame 
Issues covered by Corporate Flight (above) , but It le written In more 
practical Language and focuses on e readership of workers from e 
union point of view. It can be ordered from: 

Cltlsene Labor Committee on Plent Closures 
3600 Wl I ah ire Boulevard, #2200 
Los Angeles, CA 90010 

3. A Qulde for Communities Facing Ks^or Layoffs or Plant Shutdowns . This 
32 page guide was prepared by the U.S. Oepartment of Labor for use by 
three parties In a commit y effected by plant closures: managers of 
fires facing shutdowns, unions or groups of employees, and local job 
service officials It contains valuable checklists of actions, 
idea* resources and further bits of Information on where end how to 
get help. It cen be obtelned from: 

Superintendent of Documents 
U.S. Government Printing Office 
Washington, DC 20402 
(Stock #029-000-00391-2) 



4. Employee Ownership In Plant Shutdowns . This 220 page book is e very 
use f a! tuniury of recent studies of community and employee ownership 
a* a response to ob loss. It Includes e discussion of factor* which 
other communities faced during job loss situations and their attempts 
to implement worker ovnsrshlp There ere meny other sources of 
information which provide de telle on how to pursue worker ownership 
evelleble from groups offering sssistence, but this overview is par- 
ticularly useful In placing worker ownership within the community 
perspective. It can he obtained from: 
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W.E. Upjohn Institute for Employment Research 
300 South West ridge Avenue 
Kalamazoo, Ml 49007 



Center for Co—un ity Self-Help, Durham, HC. The Center works with 
cit Irene end coamunltles throughout the etete on issues of economic 
end community development. Pertlculer ettentlon Is focused on the 
needs of distressed areas end workforces. The Center Is prepered to 
offer legel end financial information for aelf-help groups »nd to 
esslst vlth worker end comm u nity ownership of business enterprises. 

It Is ef filleted with other natlonel groups such es the Industrial 
Cooperative Association end the National Center for Employee Owner- 
ahlp; local af fillet lone it cen drew upon Include the Corporation for 
Democratic Buelneee (e non-profit development bank for worker-owned 
firms) end the Guilford College Center for Com mu nity Enterprise Han- 
egement. 

For aselstsnce, write or call: 

Center for Community Self -Help 

305 Beet Chapel Bill Street, Room 211 

P.O. Box 3259 

Durham, *C 27705 

Phone: 919-683-3016 



North Carolina Occupational Safety and Health Project, Durham, HC. 
NCOSH la a statewide membership organl tat ton of workere end health 
professionals concerned vlth occupational health and indue trial 
recruiting leeuee. Information about the health Impact of newly 
recruited Industries on workers Is being examined. A citizens' 
handbook on industrial recruitment and strateglee for local action 
will be available In eerly 1983. For more information, write or 
call: 

NCOSH 

P.O. Box 2514 
Durham, NC 27701 
Phone: 919-286-9249 



Planning Local Economic Development 

These publications end sources of eeeletence were eelected to provide 

Insight Into the local planning process, pertlculer ly planning for locel 

economic development. They ere generally non-technical guides which 

highlight the range of leeuee economic development planners end offlclale 
encounter. 



Local Economic Development Planning: From Coals to Projects . This 
34 page report is useful for anyone involved in planning for Local 
economic development. It presents a model planning process that a 
community can use to examine locel reeourcee end set economic devel- 
opment goals and objectives. It ehowe comm un ities how to identify 
varloua programs that can be mead to achieve their development goals; 
evaluate alternate programs according to their coat end benefits; 
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deelgn a plan to Implemsot the program thay choose; and evaluate tha 
succsss of the total plan and lta Implementation at tha completion of 
the project. 

It can be ordered from: 

Planners Book* tor* 
1313 East 60th Street 
Chicago. IL 60637 
(PAS Report #353) 



Row to Do Economic Development Planning . This 142 page handbook was 
written by the Oregon Department of Economic Development to help 
citizens and public officials In the state's various reglooe and 
places become familiar with the principles of local economic develop- 
ment planning. Ita chapters Include: I. Introduction, II. Organiz- 
ing, III. Analysis, IV. Goals, V. Programs. It can he ordered from: 

Local Planning and Community Development Dt via ion 
Department of Economic Development 
921 Southwest Washington 
Portland, OR 97205 



3. Local Economic Development Planning In An Era of Capital Mobility . 
This 8 page reprint discusses the new challenges local economic 
development planners face tn North Carolina communities aa some 
places lose plants and Jobs and othera experience substantial employ- 
ment growth pressures. It Is available from: 



Carolina Planning 

Haw East 033A 

University of North Carolina 

Chapel Hill, NC 27514 



A Quids To Planning Economic Development In Small Communities) and 
Rural Area* . This 72 page fluldc provide* an overview of economic 
development alternative! end approaches available to smaller places 
In North Carolina* It also examines the numerous considerations 
necessary once specific projects are selected for planned Implementa- 
tion. It Is available from: 

Division of Community Assistance 
N.C. Department of Hstural Resources 

and Community Development 
P.O. Boa 27687 
talelgh. HC 27611-7687 



N.C. Division of Community Assistance, talelgh, NC. Hie Division 
offers technical aealstamce to communities through lta system of 
state-wide field offices and financial aaslatamee for local ecomomlc 
development projects through tha CD8C block great program which it 
emmlnlstsrs. 
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The Division works with many state and federal agencies whose pro- 
gress can be used for Locsl econoalc development and with local and 
regional agencies which plan econoalc development. 

For further Information and assistance, write or call: 

Division of Community Assistance 

N.C. Department of Natural Resources and 

C omm un ity Development 
P.O. BOX 27687 
talelgh, NC 27611-7687 



Citizen Involvement In Local Planning 

Citizen participation and Involvement In public affairs has resulted In 
the availability of many helpful guides and reports. Included here Is a 
sampling of this literature, with particular attention paid to Items 
dealing with local government, planning and North Carolina statutes from 
the viewpoint of citizens who want to help guide economic development In 
their local areaa. 



The Citizen's guide to Planning , This 208 page book Introduces 
citizens mid member » of planning commissions to the planning process 
and co plsnn ng professionals. It does not examine the planning of 
economic development, but It does touch on such related topics as 
capltsl improvement prog rang, commercial /Industrial zoning and master 
plana. It can be ordered from: 

Planners Bookstore 
1313 East 60th Street 
Chicago, IL 60637 



Effective Use of Media . This 11 page guide provides a very concise 
and useful Introduction to citizens who want to get their views 
across to other citizens and policy-makers. Included are sections on 
the press, radio and television, fact-sheets, brochures, events and 
other effective ways of making views known. It Is available from: 

Office of Public Awareness 
U.S. E.P.A. 
401 "M M Street. Stf 
Hashing too, DC 20460 



The Right To Be Able To Know: Public Access To Public Information . 
This 80 page booklet e*smtn*e current North Csrliae statutes and 
practlcea on public meetings and public records from the citizen* s 
point of view. It la clearly written In non- technical language for 
Informed lay cltlsena, but It aleo offers supporting documentation 
and extensive references. This can be obtained from: 

North Carolina Center for Public Policy Research 
P.O. Box 430 
Raleigh, NC 27602 
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League of Women Voter*, Washington, DC. The most comprehensive 
•puree of useful Information on cltlsen Involvement In local affairs 
is available from Che League. Carefully prepared and clearly 
written, these low cost reports and guides offer cltlsen groups 
valuable information about local government. A starter kit might 
Include several of the following: 

a. Una* four Community 

b. Knew Your County 

c. The Ct titan and the Budget Process 

d. The Budget Process fro* the Bureaucrat* % Side of the Peak 

e. Letting the Sunshine In: Freed on of Information and 
Open Mftgtiggg 

f • Anatomy of a Jj esrlng 

g. Public Action Kit 

h. Reaching the Public 

1. Getting Into Print 

J. Breaking Into Brosdcastltig 

These publication and a complete Hat of others are available from: 

League of women Voters of the U.S. 
1730 "M" Street, WW 
Washington, DC 20036 



5. Cltlsen involvement and Training Project. Amherst, HA. This group 
publishes many valuable guides and booklets which focus on effective 
group formation and cltlsen action. Of the numerous titles avail- 
able, three are worth considering: 

a. ppwgr \ ftp poises a ton Manual < get ting organised) 

b. P laying Tfr e U Came Our stay {guiding government) 

c. We Interrupt This F rogman ^__*__*_ (media Involvement) | 

To order these and other publications, write to: 

Cltlsen Involvement Training Project 
11* Haebrouck 

University of Mnssacbueette 
Amherst. HA 01003 



6. North Carolina Chapter, American Planning Association. Charlotte, «JC. 
Por cltlsen membera of public or emml-publlc governing bodies, 
boards, commissions or authorities who are Interested In planned 
development of their areas. Por brochure and memberehlp application 
forma, write: 

Pred soger t. Membership Chairman 
Chariot te-fftecklemberg Planning 
Cameroe-lrovo Building 
301 South McDowell Street 
Charlotte. MC 2S204 
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THB REVOLVING LOAN FUND: 
£ Resource for Rural Development and Finance 

Submitted by the 

Tconomic Development Find of Northern Vermont, Inc. 

St. Albans, Vermont 

April 11, 1983 

Introduction 

Throughout rural America, the expansion of local and 
regional economies has been impeded by the inaccessibility of 
capital markets. In its survey of regional capital markets, the 
First National Bank of Boston has cited the lack of short and 
intermediate term financing as one of the most significant 
obstacles to business development in rural areas.* Northern 
Vermont is similar to many of this country's rural areas, and its 
capital resource problems are symptomatic of those experienced in 
the rural sections of Maine and Idaho, Minnesota and Texas. 

The six counties of northern Vermont (population 105,000) 
are served by twelve local banks and by branches of five major 
state-wide lenders. The average assets of the local institutions 
total $23 million with an average lending limit of one percent or 
$230,000. While the state-wide banks are considerably higher, 
restrictions are imposed on their local decision-making and loan 
authorities. These factors, combined with traditionally 
conservative banking practices, hamper efforts to overcome 
economic stagnation. Such limited resources force rural areas to 
seek financing outside the region, even to compete for funds in 
the major financial centers. 



Tho Revolving Fund Concept 

To alleviate the financial market imperfections in rural 
northern Vermont, the region's economic development district 
(EDD) established a locally controlled revolving loan fund (RLF). 
With $500,000 in capitalization from the U.S. Department of 
Commerce, Economic Development Administration (EDA), the Economic 
Development Fund of Northern Vermont, Inc. (d.b.a. THE FUND) was 
created in mid-1980. THE FUND was designed to "round-out" the 
equity portion of a wide range of business loans and to 
supplement available local capital. With a loan committee of 
seven representing commerce, industry and finance, THE FUND 
established four key goals: 

1. Increase the number and quality of job opportunities. 

2. Reduce the incidence of seasonal employment 

3. Develop the means for increasing family incomes 

A. Establish opportunities for upgrading labor force skills. 

In the three years since its inception, THE FUND has made 
signficant progress toward achieving these goals. Its portfolio 
of loans represents a cross-section of the area economy and 
includes both private sector borrowers and local development 
corporations. THE FUND finances up to 20Z of the project costs 
with a maximum lending limit of $100,000. Applicants must certify 
that adequate financing is unavailable through normal channels on 

♦ An Empirical Analysis of Capital Markets in Five U.S . Regions, 
First National Bank of Boston, Boston Massachusetts 
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terms that would accomplish the project. Loans are made only 
after a thorough review that indicates the project is a sound 
business venture, financially and economically feasible. 
Potential clients receive guidance and information from the RLF 
staff and often are referred to local professionals for specific 
expertise. The result is a carefully planned and timed investment 
which achieve the maximum benefit for both the investor and the 
RLF service area. THE FUND is not a substitute for other 
available financing; rather, it should be seen as the "glue" that 
that binds together participants in otherwise difficult financing 
packages. It is a leveraging tool capable of expanding rural 
capital markets. 

Investment Impact 

The effect of THE FUND's investment in northern Vermont has 
been repeated in regions throughout rural America where EDA has 
helped establish revolving loan funds. The impact documented here 
by THE FUND just as easily could be repeated in scores of rural 
areas that currently lack access to capital markets. 

INVESTMENT DATA 
June 1980 through March 1983 

Total FUND Financing 780,820 

Total Other Financing 5,469,628 

Total FUND Equity Invest. 30,000 

Total Other Equity 170,000 

All FUND Investments 810,820 

All Other Investments 5.639,628 

Effective leveraging of nearly $7 in private investment for each 
FUND dollar. 

Total Documented Job Creation: 327 full-time 
Total Documented Job Retention: 330 full-time 

RLF Cost Per Job: $1,188 
Total Cost Per Job: $9,514 

Average Job Wage: $5.34/hr. 
or 143.6% of Minimum Wage 

FUND investments in start-up operations have accounted for 
13% of its loaned dollars; these new companies (all locally 
owned) have produced 97 jobs in the past two years. The remaining 
87% has been invested in existing companies and development 
corporations; all are locally-owned and controlled. The needs of 
these businesses vary significantly, but nearly one-half (45%) of 
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the FUND's investments were used for working capital purposes. 
Historically, working capital is the most difficult form of 
financing to obtain in rural credit markets; the FUND's entrance 
into this field has had a positive impact on the financial 
community's willingness to participate in development loan 
packages. The average term of a working capital loan is 5.4 years 
with an average rate of 9.06%. For FUND borrowers, whose average 
assets total $650,000, this resource is a critical factor in 
their continued viability and potential for expansion. 

THE FUND's portfolio of loans and equity investments 
exhibits a commitment to strengthening regional industries. Its 
borrowers represent an increasingly diversified economic base of 
appropriate scale. The investments are spread throughout the six 
county service area with a concentration in four recognized 
centers of employment and commerce. Most borrowers utilize 
skills already available in the labor force, but 49% offer skills 
training programs. Twenty-eight perent of the FUND's investments 
have been made in companies that use indigenous raw materials in 
the manufacturing of exportable products. This value-added factor 
is extremely important in providing a rural area with maximum 
employment impact in exchange for its natural resources. FUND 
investments can be found in companies manufacturing a wide 
variety of products including: wood stoves, fencing, fiberglass 
cloth, minerals, dimension lumber, cosmetics, industrial bellows, 
air- and space-craft toolings, armaments parts, garden carts and 
pallets. Average time from application to approval is 17.75 days. 

Response to Need 

THE FUND (and revolving loan funds in general) is effective 
in its ability to respond to the business community's needs in a 
timely fashion with assistance tailored to individual problems 
and opportunities. The four examples below demonstrate this 
response capacity. 

EXISTING - EXPANSION 

An Orleans County cosmetics manufacturer, seeking to expand 
its operation through investment in new equipment and enlarged 
facilities, approached THE FUND in early 1981. The firm had 
obtained sufficient financing from area lending institutions for 
only 80% of its proposed project costs. With a nine year history 
of providing stable manufacturing employment, the company faced 
potential stagnation within its market unless new production 
facilities were constructed. Recognizing the social and financial 
value of the company's proposal, the FUND approved the remaining 
financing; within 20 days of submitting the application, the 
company received its loan approval and within sixty days 
construction was under way. The investment has resulted ia a 40% 
increase in production and a permanent work force of 45. 
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EXISTING - RESCUE 



In order to hold its competitive edge and market share, a 
specialty wood products company in northern Vermont expanded its 
facilities in 1981. The expansion depleted much of the firm's 
working capital leaving it unable to increase its raw lumber 
inventories and meet production demands. By linking the resources 
of THE FUND with an SBA-guaranteed restructuring of debt, the 
company was able to pull itself from the brink of disaster. THE 
FUND supplied a badly needed working capital injection to 
compliment locally obtained fixed asset financing. Within thirty 
days, the financial package was analyzed, approved and closed, 
enabling the company to continue its operation with only minimal 
down-time. The carefully structured package helped the firm 
retain its employees, support its independent loggers, and meet 
the market demand for its product. Within two months of the 
approval the firm's orders were 10% ahead of the previous year. 

START-UP - OPPORTUNITY 

After several years working with northern Vermont machine 
tool operations, two local entrepreneurs formed their own company 
specializing in contract machining. With seed capital from their 
personal assets, the two opened a small shop in a vacant 
industrial building. Using this equity investment as leverage, 
the firm designed a proposal for equipment purchases that would 
enable them to establish a permanent employee base and to compete 
for public and private machining contracts. By combining the 
resources of the local development corporation, two private 
financial institutions and THE FUND, the company was able to 
structure a phased program of investment. In the two years that 
followed, the company has moved into its own industrial park 
location, and the two-man shop now employs over 35 full time. It 
recently has begun planning for a related-function business which 
is expected to employ an additional thirty people. This start-up 
has been highly successful due, in large part, to the phased 
investment employed by the public/private partnership. 

EQUITY - STIMULUS 

When one of Northern Vermont's commercial centers was unable 
to attract new private investment to its downtown area, the local 
development corporation requested FUND assistance. A vacant 
commercial building in the heart of the downtown was a major 
cause of concern and had been identified as a reason for the 
area's decline. Forming a downtown development corporation of two 
financial institutions and three non-profits, THE FUND provided 
20% of the needed equity investment to purchase and rehabilitate 
the building. With renovations scheduled to begin in thirty days, 
the project already has attracted the interest of two light 
manufacturing concerns and three retailers. The potential 
employment level of the facility is 60-70. 
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American 1 776 Massachusetts Ave N W 1 31 3 E 60th St. 

Planning Washington. DC 20036 Chicago. IL 60637 

Association Phone 202.872.061 1 Phone 31 2 947 2560 



April 6, 1983 



The Honorable John J. LaFalce 

Chairman 

Economic Stabilization Subcommittee 

2220 Rayburn House Office Building 

Washington, D.C. 20515 

Dear Mr. LaFalce: 

The American Planning Association wishes to go on record in support of 
HR 10, the National Development Investment Act. 

The American Planning Association is a national organization of over 
21,000 city, regional and state planners as well as elected and appointed 
officials, educators and Interested citizens The APA membership 
be long 8 to forty-six chapters in virtually every state and Congressional 
district, the Association's primary objective is to advance the 
planning function for the improved development of communities, cities, 
regions, states and the nation. 

Our Association supports the National Development Investment Act for 
the same reasons it supported HR 6100 in the 97th Congress* 

1. The bill takes a great leap forward in the process of defining a 
national economic development trategy, by- recognizing two realities 
that have In the past been missed 

• The criterion of poverty is not in and of Itself a 
sufficient basis on which to entitle communities to 
long-term Federal economic development assistance, 
and 

• Economic development assistance for the Federal 
government will be cost-effective only if there is 
a long-term local economic development strategy 
which that assistance will support. 

2. HR 10 goes a long way towards the rethinking of the Federal role 
in economic development that is essential to the future economic 
stabil ty of the nation as a whole. This whole is after all but the 
sum of the parts — and the parts that are economically self-sufficient 
communities This bill clearly states that the Federal government 
has a responsibility to assist communities to achieve economic self- 
sufficiency and that business and government in those communities 
have an equal responsibility. 
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3. The bill recognizes the need for strategic planning and supports it. Our 
membership whether in government or in the private sector is well versed in 

the complexities of designing and implementing economic development and adjust- 
ment strategies. This is a long-term proposition, demanding daily efforts to 
negotiate, and requiring that firm commitments be secured in advance from all 
key parties — several levels of government, banks, investors, landowners and 
businessmen. Not only does the bill mandate such planning, but it provides funds 
to support it. Seventy-five million dollars per year earmarked for economic 
development planning will enable many distressed communities, which otherwise 
could not afford it, to analyze their economic potential and inventory their 
existing resources of land, labor, capital, and entrepreneur ship. These 
activities are certainly the minimal requirements for integrating projects or 
activities funded by the Federal government with a long-range, comprehensive 
plan to gain economic self-sufficiency and to create jobs. 

4. The bill abandons the "worst is first" approach to economic development. 
While a community must be distressed — that is, have low income, high unemployment, 
or declining population — to qualify for assistance, all such communities will 

not automatically qualify. The government — and therefore the taxpayers — will be 
looking properly for a return on investment. To evaluate proposed Federally 
funded projects on the basis of their contribution to a solution of an area's 
economic problems, as this Act proposes, is to introduce the measure of efficiency. 
This is a welcomed change from the Public Works and Economic Development Act of 
1965, as amended, which qualified the vast majority of the nation's communities 
and which made few demands on the beneficiaries of Federal economic development 
assistance. 

5. HR 10 gives teeth to economic development policy by changing the 
Federal share of the project cost from seventy-five percent to fifty percent. 
This places an appropriate burden on communities to demonstrate that they have 
the will and the wherewithal to help themselves. It challenges states to 
deal directly with local economic problems. It avoids the temptation that 

in many cases is almost irresistible, to take Federal monies to prop up dying 
organizations, which only stretches out the hardship period and postpones 
the inevitable. 

6. Finally, it shifts the emphasis from building for the sake of building, 

to laying a base for economic development. The National Development Investment 
Act does this in two ways: 

• By continuing the Federal government's vital role in 
financing roads, bridges, sewers, waterways, and water 
systems and other infrastructures; and 
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• By allowing an eligible locality to build on existing 
infrastructure by encouraging the formation of a capital 
pool for startup firms. 

This combination of program activities will allow distressed communities that 
already have sufficient infrastructure to make good use of it. 

It is our judgement that most communities seeking aid under this new Act will 
likely use it for Infrastructure. The infrastructure problem is high on the 
list of priorities of APA's state and city members. The backlog of need to 
maintain and repair the nation's infrastructure is in the hundreds of millions 
of dollars. One of the chief accomplishments of the National Development 
Investment Act would be to assist communities to ward off disaster by shoring up 
bridges or tunnels, cleaning up the water supply, or building new sewer systems. 
Moreover, the fifty percent match requirement will help communities make a commit- 
ment of their own; also, the limitation on total expenditure allowed per state 
to fifteen percent of total appropriations, provides an element of equity. 

If you have any questions on our position, please do not hesitate to contact 
George T. Mmrcou, AICP, APA's Director of National Planning Policy, or Nancy 
P. Schamberg, AICP, Government Affairs Coordinator, at 202-872-0611. 
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Fred Bosselman, AICP 
President 
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